


JPRS 83123 


23 March 1983 


China Report 


ECONOMIC AFFAIRS 


No. 321 





|FBIS| FOREIGN BROADCAST INFORMATION SERVICE 














NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Correspondence pertaining to matters other -han procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 











CHINA REPORT 
ECONOMIC AFFAIRS 


No. 321 
CONTENTS 


PEOPLE'S REPUBLIC OF CHINA 


NATIONAL POLICY AND ISSUES 


"RENMIN RIBAO' on Reform of Economic System 


JPRS 83123 


23 March 1983 


(Liang Wensen, Shen Liren; RENMIN RIBAO, 25 Feb 83)...... 


Report on Substituting Taxes for Delivery of Profits 


(Tian Jiyuan; RENMIN RIBAO, 7 Feb 83)......c..ccceecseees 


Letter on Setting Up Sun Yefang Memorial Award 


(GUANGMING RIBAO, 1 Mar 83)... .c ccc cccrccnccccccccvcces 


Ma Wenrui Discusses Provincial Reform 


(Ma Wenrui; SHAANXI RIBAO, 24 Feb 83).....ccecccccecccees 


Sun Yefang's Economic Theory Examined 


(Sun Shangging, et al.; JINGJI YANJIU, 20 Jan 83)........ 


"JINGJI YANJIU' on Distribution According to Work 


(Zhou Yanwen; JINGJI YANJIU, 20 Jan 83)...... cece cccveees 


"JINGJI YANJIU' Discusses Strategic Economic Aims 
(Zhou Shulian; JINGJI YANJIU, 20 Jan 83).. 


"JINGJI YANJIU' on Agricultural Modernization 


(She Shan; JINGJI YANJIU, 20 Jan 83).......ccccccsccceees 


"JINGJI YANJIU' on Using Highway Transportation 


(Guo Kechang, et al; JINGJI YANJIU, 20 Jan 83) 


"JINGJI YANJIU' on Developing Water Transport 


(Lu Qinzhi, et al.; JINGJI YANJIU, 20 Jan 83) 


eH 


4 


- CC - 83; 


12 


14 


22 


41 


50 


63 


75 


84 








ECONOMIC PLANNING 


Superiority of Planned Economy Discussed 
(Guan Qixue; GUANGZHOU RIBAO, 30 Dec 82)................... 


AGGREGATE ECONOMIC DATA 
National, Provincial-Level Aggregates............cecssees ine ecee ss 
ECONOMIC MANAGEMENT 


Economic Responsibility Systems at Daqing Outlined 
(ZHONGGUO CAIMAO BAO, 23 Dec 82)... .. ccc cece ccc cece cccnces 


FINANCE AND BANKING 


Substituting Taxes for Delivery of Profits Reported 
(Tian Jiyuan; RENMIN RIBAO, 7 Feb 83)... ...cccccccccccccces 


"GUANGMING RIBAO' on Methods of Amassing Funds 
(Li Hai, Wang Chengyao; GUANGMING RIBAO, 6 Feb 83)......... 


Briefs 
Nei Monggol Savings Deposits 


MINERAL RESOURCES 


Briefs 
Jilin Gold Production 


INDUSTRY 
Briefs 
Gansu Machine Building 
Xinjiang Technical Transformation 
Shaanxi Petrochemical Industrial Figures 
CONSTRUCTION 


Private Houses Returned to Some Guangdong Owners 
(Zhu Guangquan, Luo Wenjin; YANGCHENG WANBAO, 
LO Jan 83). ssesvens WETTTORT TT TCT TT erere Tree sues 


Briefs 
Tianjin Quality-Control Association 


DOMESTIC TRADE 


"SICHANG BAO' Urges Reversal of Verdict on Trading 
(Editorial; Henan Provincial Service, 22 Feb 83)........... 





96 


99 


103 


105 


113 


116 


117 


118 
118 
118 


119 


121 





Briefs 
Jilin Trade Fair Achievements 
Shaanxi Commerce Telephone Conference 
Qinghai Textile Decision 


FOREIGN TRADE 


Briefs 
International Shipping Agent 


LABOR AND WAGES 


Coal Ministry Integrates Political, Economic Work 


RJINGIL BRIBAO, £3 JaG G3) 606 6h 5 ses edsveb ew suwcsssaes 


Discussion on Contract Worker System 


(Hunan Provincial Service, 22 Feb 82)........cee0. 


"NANFANG RIBAO' Views Nature of Share Dividends 


(Wu Qunce; NANFANG RIBAO, 7 Feb 83)........ceceeeees 


Briefs 
GarfSu, Contract Workers 


- Cc -o- 


123 
123 
123 


124 


127 


128 


133 








NATIONAL POLICY AND ISSUES 


"RENMIN RIBAO'’ ON REFORM OF ECONOMIC SYSTEM 


FKO30154 Beijing RENMIN RIBAO in Chinese 25 Feb 83 p 5 
[Article by Liang Wensen [2733 2429 2773] and Shen Liren [308f 4539 0086]: "The 
Reform of the Economic System Is a Deepgoing Revolution" ] 


[Text] The economic system must be reformed. However, to carry out this reforn, 
we should first of all be clear in our minds. 


Some people hold that the previous economic system of the country was nor bad 

on the whole and it only had some serious shortcomings and therefore, according 
to them, orly some amendments or small changes need be made in the reform of the 
economic system. This viewpoint is open to question. Here, the crux of the 
matter lies in the evaluation of the economic system. In his government work 
report at the Fourth Session of the Fifth NPC, Zhao Ziyang made it clear: "the 
chief weaknesses of our previous economic structure were over-concentration of 
power ana failure to separate the functions of the) government from those of the 
enterprises in matters of management; another weakness was the egalitarianism 
practiced in distribution of ‘everybody eating out of the same big pot.'” 
Certainly, we can give more examples in this respect to show the wecknesses of 
our previous economic structure. However, the chief weakness is caused by the 
iron rice bowl and "everybody eating out of the same big pot." This old econcmic 
system greatly hampered the display of the superiority of the socialist system. 
Consequently, it is impossible to meet the needs of building modernization and 
create a new situation in socialist construction if we keep on sticking to 
conventions or just make a small change in economic reform. 


to 


We should realize that tke previous eccnomic structure was largely copied 
mechanically from foreign patterns and it was fundementally not in line with our 
national condition. For a long period of time, a complete ideal pattern existed 
in the minds of some comrades, the economic structure which was worked cut foi 
the First 5-Year Plan. This pattern was mechanically copied from abroad 30 years 
ago and it has been practiced until now ard kept intact. We should understand 
that the copied pattern played a positive role in some aspects in the past when 
we lacked experience. Nevertheless, the pattern showed its disadvantages which 
were pointed out by Comrade Chen Yun who, in his important statements in 1956, 
put forward various important propesals on reform in order to overcome the 
weaknesses. Unfortunately, the proposals were not fut into practice. Now, 

30 years have passed. We have acquired better understanding because things have 











changed. We have proved in practice that the pattem hés tailed 
because It was not suited to our neticnal condition. We must break down the con- 
t Carry out reform in planning method, operations and mnanage- 


ment system in order to probe a socialist economic structure with Chinese features. 


in various aspects 


we Must also be aware that this economic structure has been aff 
"leftist" guiding ideology in various fields. After the Fir 
initiated a reform that was unfruitful because the guiding i 
nstance, we one-sidedly sought to pursue "large in size with a higher degree 
ic ownership" and were impatient for transition, and consequently, the 

re of owmership became more and more unitary, power of decision was weakened 
and finally suspended in the enterprises, which became appendages of the higher 
acministrative organs, and policvmaking powers on economic activities were 
centralized. The relations between commodity and currency were excluced value 
accounting was neglected anc economic management became more and more materialized. 
The svstem of distribution according to labor, such as more pay for more work and 
less pay for less work, was ignored. A number of people were not permitted to get 
rich before others, and egalitarianism was practiced in distribution. For a iong 
pericd of tine, both the economic system and the minds of the people were paralyzed 
under the influence of the "leftist" mistakes. People have now emancipated their 
minds from the "leftist" mistakes; they have suddenly seen the light, found every- 


thing tresh ard new and decided to destroy the old and establish the new since 


the 3d Plenary Session of the llth Central Committee, bv bringing order out of 


Cnaos. 


? ~~. > . we a el * " 
eou Or. was wrong ° 


In a word, we should make a correct judgment on the weaknesses caused by the old 
system so that we can perceive the importance of reform and make a point of 
completing the reform. [Words indistinct] well sav that success or failure hinges 
on tris one action. For this reason, we realize that a real revolution should be 
carried out in the existing svstem in a planned way. 


Some comrades do not recegnize that the reform of economic system is a revolution, 
because thev are constrained by old ideas and regard revclution as the overthrow 
of one class by arother. Nevertheless, in China an acute struggle in which one 
class is overthrown bv another will never heppen again and a "revclution" of such 
nature which they consider will never take place again, in the wake of the 
strengthening and development of the people's democratic government. Relying on 
the political power in our hands we may carrv out all kinds of reforms under 
lecdership, from top to bottom in combination with the masses. Certainly this 
reform differs from that in the past in nature and form. Specificallv, we should 
make investigations and, first of all, conduct tests at selected points and then 
popularize them. We should avoid rushing into precipitate action and demanding 
uniformity in everything. Nevertheless, we mav say that this is a revolution 

of different significance and nature. The purpose cf the reform of economic 
svstem is, in tke final analysis, to solve the contradictions between the procuc- 
tion relations and the productive forces and between the superstructure and the 
economic basis under the socialist system, in order to promote a rapid development 
of productive forces and to improve and strengthen the socialist system. Therefore, 
to abolish tte old and outdated prodvction relations end certain li .-° in the 
superstructure and to emancipate the productive forces and to prome = sccial 
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GeVelopment is a deepgoing revolutior in the reform of the eccnorl ywStem. Its 


sani ficrar nA . ah] : } . At wow lise s Ar ¢ . +, alic 
Sleni.ildc mice nce. Toie are comparadie with tne ypreat revoiulion i sociaiist 

. . : hi 7 .- sc a }. : n t 1G50° 
trenstormation of private ownership of the means of production in thre 1959's. 


in this reform, we should gradually establish an economic sys 
the superiority of socialism into full plav in line with our national conditions. 


lhe reform is arduous and its content is rich. Under the premise otf maintaining 
lanned ec .nomy as the main iactor, it will give play to the supplementary role 


or regulation by market mechanism, unify the relaticns between responsibility, 
powers of decision and interests in the various resporsibility systems for prc- 
duction and operations implemented in agricultural, industrial and commercial 
enterprises, comduct administrative and economic operations by adopting the method 


™IT) 7 


of relving mainly on economic measures and regerding the indispensable administra- 
tive measures as subsidiary, gradually institute division of work between the 
government and the enterprises and the government and the people's communes in 
yrder to give adequate powers of decision to the enterprises and people's communes, 
establish a rational economic network formed of diversified economic centers and 
regions based on big and medium-sized cities, ard bring the initiative and 
flexibility ot various departments, localities, enterprises anc units into frll 
play. All this involves, in the final analysis, arousing the initiative of varicus 
localities, departments and units and, in particular, the broad masses of wocrkers, 
peasants and intellectuals in order to promote vigorous developrent of socialist 
construction. It is impossible to solve these metters if we ccnsider the presert 
reform as 4 matter of mending and patching. 


Some peopie hold that reform is alrigtt but it seems to be a retrogression in some 
aspects. such as in restoring and encouraging individual economy ard long-distance 
trarsport and peddjing. Actually, the limits distinguishing between progress ard 
retrogression are determined by “whether and how much it helps tc develop their 

on whether it fetters or liberates these forces." (Selected 


prceductive forces, anc 
Works of Mao Zedong, Vol 3, p 301). The agricultural reform has sccred achieve- 
ments that have been universally acclaimed. Industry ard ccmmerce have only just 
started their reforms. The market is brisk to an extent unknown since the fouvnde- 
tion of the state. This has shown that the reform favors socialist construction 
with Chinese features and brings prosperity to the nation and the peop!e. Hew can 
we sav that this is retrogressicn? The previous methods went beyond the limit 

of the development of productive forces, viclated the iaws of producticn relatiors 
which shcu'd suit the development of productive forces and impaired the procuctive 
forces. The main purpose of the present reform is to correct this mistake in order 
to promote the productive forces, to imprcve the socialist system and to stick 

to it. Theretore, it is not a step back but good progress! 


[The reform of the eccnomic system is indispensable to improving and developing the 
socialist system and liberating the productive forces. It reflects the basic 
interests of the people. People need reform, longing for it like a rain cloud 
during a drought. This is the reason why numercus reforms have been initiated 

by the masses ard have spread fast. The wheel has moved and the ice has melted. 
The reform of the economic system in China will achieve complete success under 

the leadership of the CPC Central Committee. 


CSO: 40060/3.7 








NATIONAL POLICY AND ISSUES 


REPORT ON SUBSTITUTING TAXES FOR DELIVERY OF PROFITS 
HK180931 Beijing RENMIN RIBAO in Chinese 7 Feb 83 p 2 


[Article by Tian Jiyuan [3944 4764 7189]: "Some Questions of Understanding 
Concerning State-Run Enterprises Adopting the Practice of ‘Replacing Delivery 
of Profits With Payment of Taxes'"] 


[Text] Abstract: Since liberation, China's enterprises have basically practiced 
the system of all profits or losses being handled by the state in a unified way, 
that is, the practice of “everybody eating from the same big pot" from which 
resulted in no distinction ever being made between those wo were diligent and 
those who were lazy, and obstructed the development of productive forces to the 
greatest extent. The implementation of the practice of "substituting taxes 

for delivery of profits" and of assuming sole responsibilities for one’s own 
profit or loss is conducive to bringing into full play the inner vitality of 

the enterprises and their staff members and workers. This article has answered 
the doubts and questions raised by some comrades concerning the adoption of the 
practice of "substituting taxes for delivery profits.” [end abstract] 


At present many comrades have made deliberation, in theory, on the acceleration 
of the pace of "substituting taxes for delivery of profits" and put forward quite 
a tew good proposals. However, some comrades raise some questions and doubts 
about it. Evidently, it is necessary to make a thorough study so as to further 
achieve unity in thinking concerning this question. 


What advantages will the replacing of state-run enterprises’ delivery of profits 
to the state with payment of taxes bring to the enterprises? 


Since liberation, although China's enterprise financial system has experienced 
changes many times, generally speaking, what has been basically practiced so 
far is the system of all profits or losses being handled by the state ina 
unified way under which "everybody eats from the same big pot" and the profits 
realized by the enterprises have to be basically handed over to the state. The 
financial resources which the enterprises are entitled to dispose of are thus 
meager and unstable. Some comrades say that this method is characterized by 
"no matter how many or few products you produce, you must hand the whole amount 
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yroblems which state-run enterprises have not all along satistactorilv solved. 


By comparison, the implementation of the practice ot substituting taxes for 

delivery of profits” and of assuming sole responsibilities for one’ n profi 

Or 1.40865 1S conducive te tne institucion 7 in economic responsibility Svsten 

3 @ ‘ ° a . 3 s -~ 77 j a 

2eSicnatec DET le the nterprises, fhe S tne enterprises reallv Deco 

relative ependent economic bodies an lose! integrate the responsibility, 

authority and benetit of enterprises. Seen trom the experience gained in tue 

experimental work, its main manifestations are as follows: 1) the profits 

realized bv the enterprises are handed over to the state in the form of taxes. 

The tax rate is more serious and stable than the proportion of protitsharing 

ind it will not, under normal circumstances, be adjusted. This cannot onl] 

easure thi tate's revenues but also overcome the drawback that an enterprise 
ntracts for state task assignments but a mplishes nothing, that is, 

issumes le responsibilities onlv for its profits but not its loss; 2) witl 

the expansi 1 of production and the improvement of operation and production, 

the financial resources at the disposal of the enterprises wiil steadilv increase 

and the enterovrises will be allowed to arrange their production and operation 


more independentiv in accordance with the require ments . One acroeconomi« 
decisions and Market demands. In particular, thev are encouraged to draw up 

a longer term plan for the development of enterprises. All this will thus 

e to the turther revitalization of the national economy; ?) tle eco i 


and the staff members and workers are cirect!ly, 
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linked to the quality of the operation of the enterprises Ge ' mote 
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the enterprises to improve their operation and managem 
results. With the introduction of assuming soie responsibility for their 


: : ’ —— sel ot ~ Lo ie . , 3 ho ae s, 23 dec, . | . wmei« 
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have become clearer and more deiinite. The enterprises are thus held’ responsible 











tor all dangers resulting trom their poor Operation and bac Manayement. In the 
ist, the enterprises invariably pinned their hopes on and relied on the state. 
fo make turther progress and to increase the materiii interes*s or their staff 
ind workers, the enterprises must from now on devote a lot of energy anc effort 
to the improvement of their operation and management. This can thus give ful 
lay to the initiative and creativity of the enterprises for developing 
production, renovating technology, tapping the internal potential and improving 


the economic results. 


A tactory director of an enterprise which carried out the practice of "sub- 
stituting taxes for delivery of profits” said: "With the replacement ot delivery 
profits with pavment of taxes, the burden has failen on the enterprise. As 
factory directors, we have now to set our eves on the figures and make mental 

calculations on our operations all day long. As a factory director in these 
- vears, my work has been much more intense than in the dozens >of years in the 


Lal 
past . 
In the urse of the retorm of the economic system, one basic question is how 


to set up and perfect the enterprise economic responsibility system as quickly 


is possible, closely combine responsibility, authority and benefit so that the 
enterprises will have pressure from outside and a dynamic force inside and 


a 
proceed to give fuller play to the vitality of the enterprises--the most 
rudimentary economic cells. The practice of "substituting taxes for delivery 


of profits" is precisely aimed at creating necessary conditions for solving 
this problem and providing a demarcation line of explicit responsibility 
stipulated according to law. 


With the carrving out of the practice of “substituting taxes for delivery of 
profits,’ can the enterpris s break away from the shackles of the departments 
and regions at different levels? It is naturally far from sufficient to 
exclusively rely on the measure of substituting taxes for delivery of profits 
to nelp the enterprises thoroughly shake themselves free from the shackles 


of the departments and regions at different levels. The kev to the problen 
of the departments and regions at different levels fettering the enterprises 


lies in what ways the enterprises will be managed by the CPC and the 
government. This requires us to carry out a comprehensive reform of the whole 
nagement svstem (including the economic and administrative systems). For 
example, the gradual establishment of different kinds of economic regions by 
relying on big and medium-sized cities, the method of letting the kev cities 
manage the enterprises and the reform of the leadership system at the municipal 
and prefectural levels--decisions which the CPC Central Committee has made-- 
will produce an extremely far-reaching impact on the solution to the separation 
of the departments and regions at different levels. The practice 0° "substituting 
taxes for deliver of profits” will be significantly conducive to the reduction 
of multi-headed administrative interference in the enterprises as the result of 
linking the attiliated relationship of enterprises and the protits handed over 
to the state on the one hand and the economic interests of the localities and 
departments on the other and it will be conducive to the gradual eradication 
of the concept of ownership of various degrees resulted from the division of 
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of profits" bring about decentralized use of financial resources and affect 
the key state development projects? We must pay attention to this question 
and in particular attach sufficient importance to it in a situation in which 
our country has financial difficulties. This requires us to make a deliberate 
and rational designing of the categories of taxes and tax rate. On the one 
hand, we must not give the enterprises excessive retained profits and thus 
interfere with state revenues and on the other hand, we must not impose over 
rigid control over the enterprises and thoroughly concentrate whatever funds 
they have and thus dampen their enthusiasm. Therefore, while drawing up the 
plan for "Substituting taxes for delivery of profits," our general principle 
must be to ensure that the state should receive the largest share and the 
enterprises should retain a major part of the rest in distributing surplus 
revenue in the course of increasing production and practicing economy,raising 
the ecouomic results and tapping the potential of the internal departments 

of the enterprises and to bring into full play the enthusiasm of the enter- 
prises of improving their operation and management. Because the collecting 

sf taxes has the backing of the law and is of a mandatory character, with 
developed production and improved economic results, there will certainly be 

a steady increase in state revenue. Take the 1981 figures for example. 
Compared with 1980, the total output value of the 456 industrial enterprises 
which were involved in the experiment of "Substituting taxes for delivery of 
profits" throughout the country, increased by 2.5 percent; income from sales, 
by 8.9 percent; profits realized, by 18 percent; and profits handed over to 
the state, by 13.6 percent. The increase in the income from sales was 
distinctively higher than that in the total output value and in particular, 
the increases in the profits realized and the taxes handed over to the state 
were much higher .han those in the total output value and income from sales. 
Daxian Prefecture in Sichuan Province began in 1980 to carry out the method 

of “substituting taxes for delivery of profits'’ among department stores, a 
sales department under the hardware company, the sale departments under the 
wine and tobacco company and the state-run candy stores and attained remarkable 
economic results. In the 3 vears between 1980 and 1982, the total sales 
volume, the profits realized and the taxes handed over to the state showed an 
average increase ot 4.26 percent, 8.6 percent and 5.85 percent respectively. 
The increases in the profits realized and the taxes handed over to the state 
were higher than the increase in the sales volume and the enterprises received 
greater amounts of interests from them. This fully indicates the superiority 
and reliability of concentrating funds by means of taxation. At the same time, 
we can effectively supervise the economic activities of the enterprises by means 
of collecting taxes. As far as the levying of income tax is concerned, the 
bases for levying such a tax are that the profits realized, the accuracy of 
the profits realized and the quantity of income tax restrict one another. 
Therefore, in levying income tax, we must supervise the process of production, 
the cost accounting and tke financial activities of enterprises,examine their 
final accounts and procee«a to link up the economic supervision over state-run 
enterprises with the economic interests of the state and make such supervision 
become institutionalized and a regular practice. This is of extremely great 
significance to putting an end to waste in funds, laxity in management and 
confusion in finance--the phenomena which have for quite some time existed 











in state-run enterprises--and promoting the enterprises to attain better 
economic results. In the days to come, we must strengthen our sense of 

legality and act according to the tax law and in coordinatiun with other policy 
measures. We can thus check every form of tax evasion to a greater extent 
through examining the cost accounting of the enterprises. Therefore, generally 
speaking, the practice of “substituting taxes for delivery of profits" is 
conducive to the state's measures for [word indistinct] and accumulating funds 
but not an act to use funds in a decentralized way and to affect the accumula- 


tion of funds. With the adoption of "substituting taxes for delivery of profits,' 


the financial resources at the disposal of the enterprises are increasing vear 
after year. Can thi~ cause blind production and the construction of redundant 
projects? In the cou °* of carrying out the reform of the economic system 

and granting the localities and enterprises more power to handle money matters, 
there did emerge blindness in production and duplication in construction but 

we must not put the blame entirely on the structural reform itself. The 
question of blind production and the construction of redundant projects existed 
long ago before the reform of the economic system. Of course, in the course 

of the reform, because our management planning work lagged far behind and the 
role of economic levers failed to be brought into fuller play, this has made 
the question in this respect more pronounced. With the perfection of the 
economic responsibility system and the further revitalization of the economy, 
in the coming period, on the basis of the increased production and revenue, 

the total amount of the financial resources at the disposal of the enterprises 
will surely increase year by vear and new imbalances will also emerge in the 
financial resources at the disposal of the different trades and different 
enterprises. This is an inexorable trend. In order to fundamentally solve the 
problem of blind production and the construction of redundant projects, what 
counts is, not to impose rigid controls on the enterprises but, on the basis of 
improved economic information and economic forecasts, to strengthen the manage- 
ment planning and overall balance, break through all forms of the administrative 
and management system, such as the "system of ownership by the department,” 

the "system of ownership by the locality" and the form of "big and complete" 

or ''small but complete" factories. What also counts is to offer guidance to 
and exercise control over blind production and construction of redundant 
projects and make use of economic levers to guide the investment orientation 

of enterprises so that the enterprises can really use theirmoneyin the renova- 
tion and transformation of their fixed assets and the construction projects 
urgently needed by the state. Fundamentally speaking, the reason for blindness 
in production and duplication in construction does not lie in the amount of 
financial resources of the enterprises themselves. The adoption of "substituting 
taxes for delivery of profits" is precisely conducive to overcoming blind 
production and the construction of redundant projects. For example, through 
the rewards and limitation measures of levying taxes, the method of levying 
a certain proportion of construction tax, investment tax on the newly undertaken 
construction projects or collecting funds for the construction of energy and 
transport projects in different trades and different products in coordination 
with other policies can restrict the enterprises from undertaking capital 
construction projects in an arbitrary and unplanned way. This will contribute 











to curtailing the frontline of capital construction and to ensuring the comple- 
tion of key development projects. 


In addition, with the present adoption of “substituting taxes for delivery of 
profits,’ how can we make preparations for advancing in the future to the 
graded financial system under which revenues are divided according to the 
categories of taxes? The practice of "substituting taxes for delivery of 
profits’ is not only a reform of the tax system itself but also an act of 
making preparations for the further reform of the financial system. Therefore, 
in designing the present categories of taxes, consideration should be given to 
the question of how to divide taxes among the financial departments at various 
levels. If in the first step of "substituting taxes for delivery of profits," 
consideration is given exclusively to the institution of ar additional income 
tax, a problem will emerge. It is, to which grade should this tax be classified 
and how should the categories of taxes be divided. Therefore, on the premise 

of not reforming the current financial system at present, state-run enterprises 
are also allowed to carry out a method of handing in local taxes to the localities 
where they are located as one of the financial resources for balancing local 
expenditures. At present, in China there are more than 200 large cities whose 
industrial output value and revenues constitute over 70 percent of the total 
national figure. The long-standing disproportions in the national economy, the 
problems existing in the construction of the localities and in particular, 

the construction of the cities not adapting to the tasks which the cities should 
undertake meant the phenomena of an excessive load for thecities to bear went 
unsolved for a long time. If the economy and enterprises are managed mainly by 
the key cities, this contradiction will become more pronounced. If we firmly 
grasp the institution of local taxes from now on and ensure that the enterprises 
have fixed income resources and prescribed priorities of expenditure, this will 
be of great help to doing a good job in the construction of the localities in 

a planned wav and giving play to the role of the key cities. Having relatively 
definite locul taxes plus levying income is conducive to the future gradual 
transition to the graded financial management system under which revenues are 
divided according to the categories of taxes. China's financial management 
system has for quite some time laid particular emphasis on the distribution of 
the total volume of revenue and expenditure of the financial departments at 
various levels and there has been lack of a meticulousand comprehensive study 

of the channels of revenue, the limits of expenditure and the responsibilities 
of the financial departments at various levels. Therefore, what the leaders 

of the localities at various levels and the financial departments are concerned 
with is to take a greater interest in whether or not the total volume of their 
fund reserve for emergency use and normal expenditures are affected. Thev 

take no interest in how to divide certain revenue and expenditure and in its 
effect on the economy. This system is detrimental to bringing into full play 
the initiative of the localities and strengthening the sense of responsibility 
of the localities tor the development of various undertakings. In order to 

help the localities to have definite and stable income resources and to arrange 
the development of their economic and cultural undertakinps in ways suited to 
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local ConGgitions, we are required Co r1x tne i1m1ts Of revenue and expencicure 


of the tinancial departments at various levels in a legal form. With the 
implementation of "substituting taxes for delivery of profits,” revenues depend 
Mainly on taxes and therefore, so long as the central tax, local tax and the taxes 


nhared by tne central and local authorities are already divided,the prerecuisite 
or the graded management in finance will be basically solved. 


ry WD 


In brief, the practice for state-run enterprises to substitute taxes for deliverv 
of profits is a major reform of the relationship of distribution between the 
state and the enterprises and between the central authorities and the 


the economic svstem, 
s for delivery 
erence, we 


localities at various levels. In the course of the reform of 
some easiern Europein countries took the road of "substituting ta 
of profits." While using the experience of other countries for re 
must further unify our thinking, carry out thorough study and expl 
We must trv our best to draw up an effective and feasible plan of "substituting 
taxes for delivery of profits" as soon as possible in accordance with the 
characteristics of our economic system and the overall requirements of the reform 
of the economic system and on the basis of summing up the experience of our 
previous experiments. 
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NATIONAL POLICY AND ISSUES 


LETTER ON SETTING UP SUN YEFANG MEMORIAL AWARD 
HK100450 Beijing GUANGMING RIBAO in Chinese 1 Mar 83 p 1 


{["Letter to the leading comrade of editorial department from Professor Wu Dakun 
{0702 1129 3824] proposing setting up economic science awards to commemorate 
Sun Yefang"] 


[Text] Responsible comrades of the editorial department: The article, "Water 
Keeps on Flowing Because There Is a Source," about Comrade Sun Yefang's deeds 
in his early years carried by your paper today is well written and published 
at a good time. With tears in my eyes, I read through that article and have 
found that there is one passage in the article which does not conform to the 
facts. The article says that Comrade Sun Yefang wandered back from Japan to 
Shanghai in May 1935. There is certainly a mistake about the date, because in 
August 1935, I left Shanghai for Japan and visited Comrade Sun Yefang in Tokyo 
bringing with me the introduction letter of Comrade Xue Muqiao. At that time, 
Comrade Sun Yefang called himself Sun Mianzhi in Tokyo. I went to visit him 
together with a teacher of Suzhou Women's Teachers School who traveled to 
Japan with me. Sun was in a kimono when he opened the door to us. After he 
read the introduction letter, he changed into a suit of Western-style clothes, 
warmly took us around the city and helped us to handle many things related to 
our lives. While walking, he gave us a briefing on the state of affairs in 
Japan, especially in the theoretical sphere. This impressed me very deeply. 
Therefore, the date at which Comrade Sun Yefang returned to Shanghai from Japan 
must be September or October 1935 at the earliest. At that time, the address 
of the office of China rural economy research association was No 1/7, Gengyu Lane, 
Pubai Road, French Concession, Shanghai (not in Puyang Road). These are non- 
essential details, but we had better be as accurate as possible. 


In the journal ZHONGGUO NONGCUN (CHINESE COUNTRYSIDE) edited and published by 
the "China Rural Economy Research Association" (Comrade Xue Muqiao was the chief 
editor of the journal), Comrade Yefang published many important theses on the 
nature of China's rural economy and thus made great contributions in criticizing 
some theories of the KMT and the Trotskyists. (At that time, a major debate 
over the history of Chinese society and the nature of Chinese rural economy 

was being carried out in ovr country. This should be mentioned and affirmed 


in that article.) 
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and thus raise a fund for the award. This wiil be a matter of er 


Ir vou aiso agree, I earmestly hope that vour paper wili take charee of collect- 

ing the donations. As vour paper is heavilv sutscribed to in intellectual 

circles, 1 am sure that all the comrades in intellectual circles will immediatelv 

respond to the suggestion ani send the money to vou. I earnestly hope that vou 

will consider this suggestion of mine. I herebv extend to you av revolutionarv 

greeting! 

Yours respecttullvy 

Wu Dakun 

26 February 1983. 

*- 3 ' ° ? . . : ’ - 74 - - ‘? . : 

Editor s postscript: We hereby publish the full text of professor Wu Dakun s 

.etter to us. 

The date at which Comrade Sun Yefang returned from Japan was provided for us bv 

an old economist, but that given by Professor Wu Dakun mav be more accurate. 

Mistaking Pubai Road as Puvang Road is an error in the writing of our reporter. 
We Al 


A 
- . ; cs , - ' ° * . sme . . Steet . 
As for Comrade Sun Yefang s role in the debate against KMT and the Trotsxvists, 


we should have confirmed it in the reportage. Therefore, we hereby extend 


our gratitude to Professor Wu. 


» - ‘7 Yr * ? . ‘ >. . 
As tor Protessor Wu Dakun’s suggestion on the collecti 
ience academic award, this paper welcomes the opinions of people 
] 


circles especially economists. 
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NATIONAL POLICY AND ISSUES 


MA WENRUI DISCUSSES PROVINCIAL REFORM 
HKO91220 Xian SHAANXI RIBAO in Chinese 24 Feb 83 pp 1, 2 


{["Excerpts' of speech by Ma Wenrui [7456 2429 3843] at enlarged meeting of 
provincial CPC committee Standing Committee on 23 February: "Properly Handle 
Various Reforms in Our Province in a Resolute and Orderly Manner" ] 


[Text] Comrades! As spring approaches, we are calling this enlarged meeting 

of the Standing Committee of the provincial CPC committee to continue our study 
and discussion of the contents of Comrade Hu Yaobang's speechon the “four 
modernizations construction and questions of reform," given recently at the 
national workers ideological and political work assembly. Through our study, 

we should centralize and examine the reform work that awaits us in this province. 
This is an extremely important meeting. I ask all comrades to study Comrade 

Hu Yaobang's speech, to discuss ideas, suggest avenues of approach and various 
measures we might implement and, in general, take an active and enthusiastic 

part in this meeting. I will now talk a little on some ideas and opinions. 


1. Emancipate Our Thinking, Raise Our Understanding and Act as the Promoters 
of Reform 


In recent years, leading comrades in the central government have stressed that 
in order to achieve the four modernizations we must carry out a series of reforms, 
without which the four modernizations will not be realized. According to central 
government plans, our province like the rest of the country, has carried out 
reform work, to a greater or lesser extent, on the basis of bringing order out 

of chaos. General reforms are now well underway and every battlefront has shown 
fierce enthusiasm for carrying out reform. Agriculture, the most beloved battle- 
front of all, has seen enormous reforms in terms of policies, system and 
administration and management with the popularization of the system of contracted 
responsibility with payment linked to output, with the result that the peasant 
Masses in the communes have been mobilized and enthused and all-round agricultural 
harvests have been reaped and the villages have truly come alive with vitality. 
Inspired by the agricultural system of production responsibility, a group of 
enterprises have also run pilot schemes to test various systems of economic 
responsibility. With the slogan "change the iron pot to a bowl, whip up vitality 
and get rid of laziness," enterprises and workers have seen their enthusiasm 
bolstered and production development speeded up, raising economic results. The 
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battlefront of commerce has also been actively carrving ref 
of 1982 the entire province's commerce, grain and suppiv and marke 
had set up many different kinds of experimental systems of 
independent accounting units, representing 22.2 percent of ms 
work on this battlefront has been particularly fast this year. To cite Xian 
City as an example, by the eve of the Spring Festival this vear, 5 
all accounting stores were practicing administrative contract responsibil 
systems. However, compared to the demands of the central government and 
needs of development, our efforts are still somewhat lacking. eo} 4 
comrades lack sufficient appreciation of this problem as well as ample mentai 
preparation and understanding of its urgency. Thus, the key to successful 
reform work is to further emancipate our thinking and improve our knowledge 
and understanding. 


Everyone knows that the series of economic models we have been carrving out 
since the 1950's have been imported from abroad in many cases. Manv vears of 
practice now tell us that these models have not been successful in effecting 

the principle of distribution according to labor, and have verv easily created 

a one-sided situation, referred to as “everyone eating from the same big pot." 
Thus, enterprises have lacked vitality and positive attitude, resulting in a 
lack of enthusiasm and sense of responsibility on the part of the workers. 
Inevitably, some lazy people have emerged along with some "lazy enterprises’ 

The reasons for the socialist economy's loss of vitality have absolutely 

nothing to do with the system of public ownership but lie mainly with the 
backwardness of administrative and management methods. The advanced system of 
public ownership still has to relv on advanced methods of administration and 
management, and if such methods are backward, then it is very difficult for 

the natural superiority of the socialist system to express itself. There are 

no specific set of molds for a socialist economy. Instead, whichever stvle 
corresponds to China's situation and effects production development mav be drawn 
into implementation. We want to achieve the glorious aim of realizing the four 
modernizations within this century, however, those backward and outdated methods 
of administration and management are seriously tving our hands and hampering 

the development of production. Thus, stepping up reform work becomes a4 very 


pressing matter. 


In our present economic work, we are faced with two main tasks. One is svsie 
reform and the other is technological transformation and technolopical advance- 
ment. When comparing the two tasks, we should initially tackle the forrer, 

for only with a good system can we create the conditions for and have the 
ability to organize technological transformation. Since the ‘d Plenary Sessio: 
of the llth CPC Central Committee, the party nas been prorotine the rutual 
integration of "responsibility," “power” and “interests,” beginning with the 
agricultural front and then gradually moving toward industrial and commercial 
enterprises and various other areas. One important reform carried out in the 
national economic svstem has been the system of administrative responsibility 
with mutual and equal concern for the interests of the state, enternrise and 
worker, and its significance is no Jess than that of the socialist transtorma- 


tion carried out on the private ownership svstem of the means of production. 


These reforms have resulted in the smashing of the iron rice bowl, implementation 
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of distridution according to labor, and, like spring shoots after the rain, 
the enthusiasm and vitality contained deep withi he masses has germinated 
lv reached a new, higher level. 


so that the productive forces nave verv quick 
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vor, the scientific 
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fervor and the quadrupling tervor that has appeared in the villages, while some 
enterprises which had set up systems, which by todav's standards might be seen 
as rather imperfect systems of responsibility, have shown extraordinarv develop- 
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For exampie, through the experimental implementation in 1979 of svstems involving 
percentage of profits for retention and tax replacement with profit in the 

Xibei No 2 Synthetic Pharmaceuticals Factorv, Shaanxi Sewing Machine Factorv, 
Shaanxi Large-scale Machinery Factory, and the Xian Clock and Watch Factorv, 
these factories have been carrying considerable economic responsibilities for 

the state, thus putting pressure on them. When bestowed with their own 
administrative powers, enterprise vitality flourished. Thus, when the outcome 

of enterprise management is directly linked to economic results, enormous motiva- 
tion results and production grows vear bv vear while economic results rise annually 
too. When one compares 1978-82 with 1977-78, the average annual output profit 
rate rose 7.1 percent, while total labor force production rates rose by 18 percent, 
thus providing an increase of 21.3 percent in profits handed over to the govern- 
ment. After the implementation of cost contracting in the Xian urban building 
industrv, constantly rising costs in building projects were controlled and in some 
cases even fell, with the result that longer and longer construction times for 
housing construction were finallv reversed, and where the construction of a 
residential building had previously taken up to 2 years, the time was reduced to 
between 9 and 10 months. Furthermore, quality and the building industry's 
reputation in society also improved. Another example is the Xian Guanghua Food 
Products Accounting Store with 66 emplovees. In the past management and adminis- 
tration had been in total chaos with serious losses and wastage. Last year thev 
implemented the svstem of administration responsibility, contracting to make 
sales of 920,000 vuan and to hand over profits to the government totaling 

17,000 vuan. Actually their sales totaled 1,798,000 vuan and thus 34,000 vuan 
were handed over to the government, leaving an excess nearly double the contract. 
When compared with 1981, increases of 53.7 percent and 18.9 percent, respectively 
were registered. The sphere of management and the general conditions surrounding 
the Zhonghua Food Products Accounting Store were very similar to those of the 
Guanghua Food Products Store, emploving 38 more people than the Guanghua store. 
But, since they continued to “eat from the big communal pot," their total sales 
for last year only amounted to 1,730,000 vuan, a drop of 11.3 percent over 1981 
and thus the profits gained for the enterprise and the workers were much less 
than those made in Guanghua. This clearly illustrates that there is an enormous 
difference between contracting and not contracting and that nonimplementation of 


reforms cannot be tolerated. 


It is not verv easv to reform methods of management and administration and rules 

and regulations which people have become accustomed to over many vears. Thus, 

we need courage and determination to get rid of anv ideology which might hinder 
. .?! J <» A. ’ ec? - e Al ¢ _ Al ot? fae aw S . + ill 

us, especially the influence of leftist thinking. Thus, our thinking wi 

become even more emancipated and our reforms even bolder. Ever since the 


16 








$d Plenary Session of the llth CPC Central Committee, the :rtv has been clearly 
calling tor turther emancipation of our thinking. [In tne past few vears, the 
aim and object of emancipating our thinking was mainlv to restore crder out of 
chaos, carry Out radical reform and distinguish between right and wrongp, 

‘ - 


assimilating our historical experience and correcting "leftist" mistakes. Tcodav, 
the aim and object of emancipating our thinking has changed and developed 

somewhat and now is mainly aimed at further elimination of “leftist"™ influences, 
breaking down the oid to rebuild the new, destroving ail kinds of old !trameworks, 
carrying out good reforms and developing a new phase of work. Of course, the 
restoration of order out of chaos is also included in reform work, but in more 
general terms the past was a period of saying goodbye to past stakes and various 
things done by the "gang of four,” while today is more a period of saving goodbye 
to older things, old frameworks, old systems and old stvles of work which no 
longer correspond to China's present Situation or developmental trends. If we say 
that restoring order out of chaos laid the foundations for the four modernizations 
construction program, then reform is the destruction of the old and the setting 

up of the new and hence provides a reliable guarantee fcr the triumph of 


modernization construction. 


Only through reform can we gain results, speéd, financial resources, talented 
people and spiritual civilization. As far as the Chinese Communist Party is 
concerned, our ideology without fail must develop in line with historical 
developments and we must willingly accept whatever new ideology, new creativity 
and new experiences arise that correspond to the peoples’ interests and the 
demands of the time. Firm, indomitable and courageous reform should become an 
intrinsic part of we revolutionaries. 

2. With Clarity and Determination We Must Carry Out All Reform Work Well 

The overall principles involved in this period of reform are to start out from 
reality and carry out reform in a systematic and comprehensive manner with 
determination and regularity and with leadership and planning. Every battleline, 
every prefecture, every department and every unit has its reform duties and 
everyone must study the new situation hard, solve new problems, assimilate new 
experiences and establish new and orderly wavs. We cannot have sore peopie 
carrving out reform and others not, or some carrving out large-scale reform 

and others small-scale reform; nor can we have a patching up of piecemeal 
approach. Take, for example, the economic activities of an enterprise, which 
cannot be separated from the main management sector of the enterprise, or 

from other sectors and departments such as planning, finance, goods and materials, 
commerce, labor, banking, electrical supplies, water supnlies and transportation. 
If only one of these departments undergoes reform and the others are ifsnored o: 
only slightly reformed, then big probiems will arise. 


At present, the main Link in the chain of overall reform is orvanizational reform. 
With successful organizational reform, we can solve probiets characteristic of 

the present situation such as overstaffing, low efficiency, ayine cadres and 
interdepartmental bickering. Thus, we will establish and provide a powerful and 
effective group of leaders and a vital organ of administration for overall reform. 
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We must press on urgently with the organizational reform work in our province's 
party and government organizations, aiming to complete such work by mid-April. 
After this, we must start with organizational reform at primary urban and 

local levels. By this winter and early next year we should have completed 
reform up to and including the county level. During this period of reforn, 

many old cadres will have to retire to the second line; we must organize 

them and look after them well and responsibly. At the same time, we must begin 
to boldly recruit cadres into the levels of leadership who display both talent 
and moral integrity, are bold and creative, in their prime and have educational 
standards of at least secondary or university level. We must try to ensure that 
at least one in three cadres in all levels of leadership above the commune level 
have at least senior middle school education or above, and in leadership groups 
in large- and medium-sized cities and towns we must ensure that at least every 
other cadre (including those in factories, mines and enterprises) has these 
standards of education. At the county level or above, the proportion of cadres 
with at least university or specialized educational standards should be even 
greater. These demands must be realized at the same time as the completion of 
organizational reform. Old cadres should support the recruiting of younger people 
with enthusiasm. The successes of these younger people which may surpass one's 
own should be seen with an enormous sense of pride, while the younger people 
should make it their historical responsibility to surpass the older generation 
in terms of successful work, while both old and younger cadres should increase 
their mutual cooperation. We must be accurate and detailed in our work of 
eradicating or merging organizations, allocating staff and setting up new systems 
and new rules and work methods. In our reform work, we must avoid disorder and 
divergence so that when our reform work is over, new work styles and a new look 
may appear. 


During organizational reform, we must adopt active and effective measures to reform 
the division between towns and the countryside and between different departments 
and regions and adopt an administrative system with a multibodied leadership. 

The three towns of Xian, Baoji and Tongchuan should continue readjustments to 
their administrative regional planning, carrying out reform suitable for urban 
leadership of the county. Of the other seven prefectures, some will reform 

from prefectural to urban, implementing a system or urban administration of the 
county. Others will turn their prefectural party organizations into provincially 
dispatched organizations. Regions with many industries and enterprises and 
populous towns and cities can implement countv/town amalcvarations and set up 
county-level towns. 


As far as the work of separate government and commune manavemento’ a village 

at grassroots level is concerned, every region and town s*oul? d¢urine the first 
half of this vear set up a county pilot scheme and by this winter and next spring 
begin to phase in the system on a general basis. 


Economic reform covers a vast area and the task is formidable. The last few years 
of reform in agricultural production have been considerah!o anc already the house- 
hold contract system has been popularized evervwhere as te main svstem of con- 
tracted responsibility. Work must continue to stabilize an’ ner‘’ect what has 

so far been achieved and also gradually expand it into areas o° rultivariety 
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MAN @vYeMm at, ris a¢ ©enCerprises ane i,T 11% m Y rr’. 
43 tar a industr nd mmerce are neer ~ t . few i t 
;2en expanded independent powers for enterprises a t initiati ‘ a svstem 
{ management and 4 nistration responsibilitv with tf it of rerorm here 
and there, as we is some pilot schemes for important s\ m ret ; ist 
increase retorm in manazement and administr Tion vster », ore - ~ fer 
fectural and departmenta! barrier ind ensuring integr MN and reor ration 
yt enterprises. se must wry out pianne thlicit for ft svst : ts 
and tax reform, improving relations hetweer e state and terrr . we 
ust promute an effective economic or administrative svstem of responsit it 
ind, on the basis ot guaranteeing state tinancial reve’ S,. tk st ensur that 
tnere are structure i returns or the st ile, the tery ise Tre tiie JOTKECY,. in) 
that order There should be gvod ordination within bet 1 enterprises, 
and the contract system should be implemented that ere ma nutua 
Sromotion and mutual restriction, as wel! mut rantees. Thi it. 
we must oncentrat ir eftorts on the 40 maior nterprises and ther enfer- 
prises suffering severe losses, which ave been chosen on Srovincial scale, 
going all out to ensure their consolidation. Reform should 5b .¢ le center 
of consolidation work and we must keep i: mtact with realitv, learning ‘trom 
he reform experiences of the Shoudu Iron and Steel Company and other advanced 
nd cGeveloped enterprises. 
we may, tirst of al Start with Xian town in order to tind out h to put 
provinciallv-run enterprises under a lower administrative leve nd how to achiev 
unitied organization, coordination and development of the economv with the town 
and citv as the center. 
within the national economy, commerce has the tunction of exchange and th 
redistribution of a certain amount of the national revenue and hence has a verv 
active and mobilizing effect on industrial and agricultural production. day, 
there are many problems within the system of commerce with excessive organiza 
tional overstaffing and unhealthy channe!s of circulation, both of whi 1a ve 
already affected the development of present industrial and agricultural produc- 
tion. Thus, in his report to the fifth session of the Fifth NPC, Com 
Zhao Zivang cited the reform of commercial circulation svstems ; the 
most important items of work within the next 3 vears o conomic reform work. 
More recentlv, Comrade Hu Yaobang drew up five points direction reo'atir t 
commercial reform, which we should study well and implerent. 4 reform 
should be headed bv the popularization of administrativ: itract s ers of 
responsibilitv. In the case of state-run retail commer lcorine industrs 
and service industries, ditferent situations should be cisti 1s 
ditferentiated, in some piaces implementing state owners iin lect ive 
contracting and in others state-running and difierential acco:n’ , sé 
of more remote areas which are not suitable for cirect a suited 
to management by a few individuals, individuals mav be entrustec ! r’ out 
management and train others. Within the first hal of this wea should 
be completed on the catering and service industri ww" e the sar nlf. to 
retail outlets bv the end of the vear. Commercial reforr in ' impiv and 
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marketiny cooperatives should also be stepped up, strengthening the mass 
haracter o! the organization of supply and marketing cooperatives, democracy 
in management and vitality in administration. Thus, the supply and marketing 
cooperatives may gradually become a pivot, joining agriculture, industry and 
commerce with production, supply and marketing as well as a center for develop- 
ing product production and supplying production, technology and everyday 
services. In the first half of this year, we will carrv out pilot schemes 
in 16 counties and complete them by the end of the year. Through these reforms 
we must set up a circulation system led by state-run commerce and characterized 
by multivariety management, multieconomic stvles and a variety of different 
channels and general freedon. 


* 
- 
+ 
4 


While successfully carrying out organizational and economic reform, we must 

also come to grips with reform work in all areas of the superstructure. The areas 
of politics and law, foreign affairs, propaganda, science and technology, education, 
culture, journalism, publishing, hygiene, physical education, labor, human affairs 
as well as all national groups should come to grips with their own crucial points 
in accordance with the policies of the central government, clarifving their 

reform principles and coming up with good reform methods, carrying out their 
reform work from a specific to a more general scale. 


3. Improve Work Methods, Provide Meticulous Guidance and Guarantee the Healthy 
ind Smooth Development of Reform Work 


For us, this new round of large-scale reform work now being undertaken is some- 
thing very new and we lack sufficient experience. Thus, we must be careful to 
strengthen our leadership. It should be noted that economic work still forms 

the heart of all our vork and this will not change. But, in order to improve 

and elevate our economic work we must introduce reform and through satisfactory 
reform, economic work will see a new phase of development. All levels of the 
party committee and government should arrange and organize two appropriate groups 
and, while one comes to grips with building up industrial and agricultural produc- 
tion, the other will handle reform. Leading comrades should become personally 
involved, carrying out investigative research and assimilating and publicizing 
advanced experiences while also solving problems related to reform, especially 
those which touch on party policy. Affairs should be handled in a decisive 
manner, without hesitation. But, we must take care that reform is carried out 
with leadership and in a planned and ordered way, and not in a careless or 

rash way. It should take 5 vears to totally popularize the svstem of resnonsi- 
bility in the countryside, although the situation in towns and cities is much 
more complex and must be tackled with an eve for deta‘! and shoul? s0t he 
hastened. Some comrades whose understanding of the sit:ation is not quite up to 
par should undergo some ideological education work. “eform and the education 

of the cadres requires practice, understanding, more »ractice, anc so forth, 

and we should not rely on bringing pressure to bear on people in order to achieve 


our goals. 


Our work method, which we must uphold in our reform wor:, ‘s to ‘irst implement 
pilot schemes and then popularize them. The vrocess 0: experimentation in a 


pilot scheme is the process of investigative research and the process of learning 
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initiative, determination and orderliness. 


These penetrating reforms which we face 
the old system and thus we must motivate 
i: healthy mental attitude throughout the 
concerned, we should advocate a fighting 
being bold to probe deeply and carry out 


creative mentality. In this Wav we will 


smooth tuture development of reform work 
fresh new vista in socialist modernization 
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NATIONAL POLICY AND ISSUES 


SUN YEFANG'S ECONOMIC THEORY EXAMINED 
HK281017 Beijing JINGJI YANJIU in Chinese No 1, 20 Jan 83 pp 9-20 


[Article by Sun Shangqing [1327 1424 3237], Wu Jinglian [0702 2417 8780], 

Zhang Zhoyuan [1728 0587 0337], Lin Qingsong [2651 7230 2646], Huo Junchao [7202 
[7202 0193 6389], and Mao Tianqi [0379 1131 0796]: "On Sun Yefang's System of 
Socialist Economic Theory"--passages within slantlines published in boldface] 


[Text] China's celebrated economist Sun Yefang, during his 30 years of theo- 
retical work since the founding of new China, under the guidance of Marxist 
thinking, and based on the reality of socialist economics, has carried out 
strict scientific analyses and, based on his methods of creaming off the essence 
of traditional economic thought, has created an entirely new, well-grounded and 
convincing theory of socialist economics. One can without doubt say that Sun 
Yefang's economic theory is one of the most complete, logically sound and re- 
freshing theories of all such economic theories so far postulated in China. 

Sun Yefang's system of economic theory has received more and more praise and 
recognition because of its organic relationship with the idea of a restructured 
econumic system and policy propositions, and thus the theory constantly displays 
more its refreshing vitality. Despite the fact that his economic thinking and 
several of his ideas concerning a restructured economic system and various poli- 
cy propositions are undergoing practical experimentation, there is still a need 
for constant perfection and enriching in line with the development of economic 
thinking and the absorption of various research results of other academics. 
Nevertheless, the depth and insight in his theoretical system is now widely 
accepted throughout society and praised by both Chinese and overseas scholars. 


Sun Yefang's system of socialist economic theory is extremely rich in content 
and we should all learn from his rigorous political attitude and theoretical 
boldness. Since we are limited here by space, we shall make a brief but con- 
cise analysis and criticism of the broad outline of his theory, its major 
points and its methodology based on our comprehension of the many years of work 
we have done under his direct guidance. We shall discuss Sun Yefang's restruc- 
turing of the economic system, his propositions concerning economic policies as 
well as his political attitude in another article. 


The New Concept and Actual Background of the System of Socialist Economic Theory 


Sun Yefang's system of socialist economic theory differs greatly from tradi- 
tional systems of socialist economic theory, and one of the most outstanding 
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of these differences is that way in which traditional systems regard value as 
foreign to the system of socialist economic theory and hence also reject the 
effect of value categories and the law of value, whereas Sun Yefang's system 
of socialist economic theory is in fact essentially based mthe theory of 
value. 


As we know, traditional systems of socialist economic theory are mainly repre- 
sented by Soviet economic theorists in the decades since the 1920's and here 
it may be said that the rejection of value and the law of value is extremely 
deeply rooted. As early as 1920, not long after the October revolution, 
Bukharin wrote in his book "Economics inthe Period of Transition": "If we 
study an organized social economy, then all the basic problems central to the 
theory of political economy such as value, price and profit no longer exist. 
In this case, ‘interhuman relations’ are not seen as ‘intermaterial relations' 
and the social economy is not adjusted by the blind forces of the market and 
competition, but is instead adjusted by means of conscious planning. Hence, 
we cannot adopt a position of scientifically studying ‘market rules,' since 
the market, in essence, does not exist. Thus the end of the capitalist commo- 
dity society is also the end of political economics study" (Nikolai Bukharin, 
"Economics in the Period of Transition" Chinese translation, 1981 pp 1-2). 


Although Bukharin himself and his book were criticized in the early days of the 
20th century, the concept of rejecting value categories and the laws of value 
and their effects from socialist political economics continued to be popular 
and occupied a dominant position amongst socialist political economists. 

In 1934 a Soviet textbook on political economy was published which said "in a 
socialist society, the unification of people is not realized through the ex- 
change between the producer and the private individual, but instead is direct- 
ly regulated and hence social labor is not characterized by commodity value” 
(Syejayer "A S.uplified Course in Political Economics" 1934, p 44). 


In 1939 another Soviet economist wrote that in a socialist system the fact that 
labor has already developed into direct social labor means that "labor consumed 
in commodity production is not seen as the value of these commodities" (Kesalor, 


"Soviet Currency" 1939, p 201). 


{[HK281019] The above theories constantly come up against problems in practical 
application and thus in 1943 the Soviet magazine UNDER THE BANNER OF MARXISM 
published an editorial based on Stalin's opinions which suggested that the law 
of value could still exist under a socialist system. But at the same time as 
making this announcement, the article said the law of value had a rule appended 
to it known as "adaptation." According to the articie, this "adaptation" could 
be explained as follows: "Since social labor is organized in a planned way 
within the sphere of the entire national economy, the following tendency of 
commodity production is overcome: The labor expended to produce useful 
material items may not necessarily be needed by society and thus is not recog- 
nized by society with the result that commodities produced are not sold” 

("Some Questions on Political Economy" from UNDER THE BANNER OF MARXISM No 7-8, 
1943, p 75). In this sense, so-called "value" is merely a means of accounting, 
or in other words it is merely a technical category. 
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In 1952 Stalin in his book "Questions on the Soviet Socialist Economy" while 
recognizing the existence of commodity production and commodity exchange 
between the two socialist systems of public ownership, rejected the idea of 
"adaptation" of the law of value. However, Stalin still underlined the fact 
that the law of value did not have an adjustment effect on production and did 
not permit commodities of the means of production to enter circulation, in 
‘ther words, the means of production “were removed from sphere of influence of 
the law of value" (Stalin, "Questions on the Soviet Socialist Economy" 1961, 

p 41). Thus he considered that the effect of the law of value was in contra- 
diction to the construction of communism. 


From the above brief recapitulation of the history of the subject one can see 
that in practical application although traditional economic theory is constantly 
in retreat and the concept of rejecting value and the law of value has had to 

be revised, it is gradually entrenching itself and has not given up its funda- 
mental theoretical position and value and the law of value are still seen as 
alien to the socialist economy, especially to the socialist system of ownership 


by the whole people. 


Under the influence of traditional socialist economic theories, the idea of view- 
ing the relationship between the law of value and the planned development of the 
socialist economy as mutually exclusive was extremely popular amongst Chinese 
economists for a long time. It was on this basis that many theories were devel- 
oped such as “substitution theory" (in line with the basic completion of social- 
ist improvements, the adjusting effect of the basic economic laws of socialism 
and the laws of planned development come to substitute the effect of the laws 

of value); "limitation theory" (as the country expands the extent of its plan- 
ning administration the extent of the effect of the law of value is constantly 
limited?; “uncontrollable difficulties theory" (in a socialist system, although 
the law of value “improves the soil by returning into circulation," it is in 

the long run ‘an uncontrollable difficulty’ and does in fact need to be re- 


strained). 


In the face of these theories which had remained standard models for many 
years, Sun Yefang summoned up an enormous amount of courage to challenge these 
traditional theories of economics. In 1956 in his famous article "Basing Plan- 
ning and Statistics on the Law of Values" he criticized the concept of the 
mutual rejection of the law of value and the socialist planned economy. He 
pointed out that "the important role of the law of value in understanding and 
assessing the average amount of social labor required to promote the develop- 
ment of the socialist social production forces means that we should not reject 
it in socialist economics, but we should attach to it even greater importance. 
The planned and proportional development of the national economy must be based 
on the law of value in order to work." He also went on to draw on the works of 
Marx to back up his argument, by saying that after the end of the capitalist 
style of production value would still occupy a dominant position in deciding 
adjustments in labor time and the distribution of social labor amongst all 


sorts of kinds of production. 


fHK281021] Sun Yefang was not concerned that this article was criticized as 
being "popularization of revisionist ideas" in 1957, and in 1959 he once again 
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published a long article entitled "On Value--A Look at the Position ot Vaiue 

in a Socialist and Even Communist System of Political Economics" which laved 
out his theories more succinctly and systematically. He accurately pointed out 
in the article that the category of “value™ should be greatly elevated in posi- 
tion in the socialist system of political economics. He explained in concrete 
terms how, in analyzing the direct production process in socialism as well as 
the circulation process and the overall process of socialist social production, 
one should make concrete use of the rich inspirational] ideology of the value 
category. Finally, he drew the conclusions that “the concept of value" cannot 
be diminished whether in a socialist or communist system of political economics, 
for without the concept of value one can no longer talk of political economics 
or even ecoromics. 


From that time on until Sun Yefang was forced to stop work in 1964 he led a 
group of economists from the Economic Research Institute and carried out some 
work entitled "The Theory of Socialist Economics," based on the above-mentioned 
theories. The guiding ideology embedded in these theories was at the forefront 
of all work carried out at the institute and helped us increase our understand- 
ing of socialist economics. Sun Yefang's ideas as outlined above were very 
clearly opposed to traditional theories of socialist economics. The system of 
economic theory which he developed from this fundamental thesis was like a 
breath of tresh air in the economic world. 


However, for a fairly long period of time many people did not fully appreciate 
the important theoretical significance of Sun Yefang's work, and many people 
who did not bear any grudges towards him or his ideas often incorrectly thought 
that the theory of the effect of value and the law of value in socialist eco- 
nomics that Sun Yefang was advocating was nothing more than excessive talk or 
even a simple game of playing around with the concept of value. But as time 
went on, practical reality made it more and more clear to us that such atti- 


tudes were wrong. 


Just as Marx said, the category of economics is merely an abstruction ort the 
social relations of production. (Marx, "The Metaphysics of Political Econo- 
mics"--Selected Works of Marx and Engles Vol 1, p 108). Divergent economic 
theories are simply theoretical illustrations of different opinions concern- 
ing the realization of economic relations. The difference between Sun Yefang's 
system of socialist economic theory and traditional ones is based in the enor- 
mous difference in understanding of the socialist society's economic relations. 


The actual background to traditional socialist economic theory lies in the tra- 
ditional socialist economic system. The main characteristics of this system 

are the way in which the socialist economy (primarly the economic system of 
ownership by the whole people) is seen as a large factory which produces in 
order to achieve sufficient use value as needed for itself. Thus it is seeming- 
ly as if there only exists a technological division of labor between different 
workshops and different processes and that there is not social division of labor 
between separately managed and administered sections. Following on from this 

it denies enterprises their existence as independent accounting units responsi- 
ble for their own economic results. On this basis, it may be considered that 

in a socialist economy, the necessity does not exist to carry out labor and 
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commodity exchange between different enterprises, nor may there be a comparison 
in advancement or backwardness between different and independent accounting 
units (this is in fact the intentional meaning behind a comparison of indivi- 
dual and social consumption). And thus, naturally, one may reject the trans- 
formation of labor into value and the transformation of individual labor into 
social labor and thus it follows one may deny the role of the law of value. 
Similarly, in this kind of economy interhuman relations are similar to those 

in a natural economy, namely direct and immediately clear and thus Chere is 

no need for the existence of political economics as a subject of study. 


Since the 1930's when this economic system was originally created under the 
rule of Stalin it has been laid down as the oniy feasible economic model in a 
socialist society, and the above-outlined theory which rejects the role of 
value and the law of value has been considered the only correct theory. Any 
other theories which did not correspond to this were considered revisionist 

and thus criticized. With his indomitable spirit of "not fearing hell" in con- 
tributing to science, Sun Yefang attacked this traditional theory. He pointed 
out that this theory incorrectly saw socialist economics as wiping out the 
natural economics (or material economics) characterized by the social division 
of labor and self-sufficiency. According to this incorrect "metaphysical con- 
cept, in the tribal economy of a primitive communist society, production, 
distribution and consumption are all controlled by the tribal chief, while in 

a socialist or communist society, the economic chief in a primitive society has 
been replaced by a unified and collective planning group which guides all eco- 
nomic activities throughout the society. Here, while the scale may be differ- 
ent, the essential nature is the same." Sun Yefang was correct in feeling that 
one could only build a Marxist system of socialist political economics through 
a necessary criticism of the theories of natural economics. 


[HK281023] In opposing natural economists’ view of socialist economic rela- 
tions as simply natural economic relations similar to technological labor divi- 
sion within a workshop or the division of labor organized by the chief of a 
primitive tribe or the lord of a feudal seat, Sun Yefang said "socialist eco- 
nomics are a highly socialized economy founded on public ownership of the means 
of production, and are made up of the above-mentioned millions of independently 
accountable enterprises." In his theoretical analyses of socialist economics, 
this type of lively system of socialist economics often appeared in his mind. 
The economic categories that he proposed such as value, profit etc. were the 
theoretical epitome of this kind of realistic economic relations. 


Sun Yefang felt that in a system of ownership byall the people the enterprises 
merely exercised rights of possession, application and distribution of the 

fixed property given to them by the state and that this property did in actual 
fact belong to the state. However, he also said that in a socialist economy an 
enterprise only has relative independence in economic terms. On the basis of 
saving that enterprises are independent accounting units he felt that on the 

one hand in a concrete socialist economic system the center of problems relating 
to finance and economic systems was in fact the questions or problems of the 
power and responsibility of the enterprises and their relations with the state 
as well as questions concerning the management and administrative powers of the 
enterprises. Other problems related to the financial and economic systems, such 
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as relations between central and regional sectors, relations between depart- 
| rr t 


ments and regions at different levels etc. would all be easily scluble 


clearing up question ot enterprise powers. On the other mand, he concluded 

from this that there was a necessity for the existence of value and the law 

of value within a socialist economy. 

Sun Yefang pointed out that social division of labor and technological divi- 
7’ 


sion of labor are not the same thing. Technological divis 
occurs within an independent accounting unit while social di 
occurs between all kinds of independent accounting units. S§S 
economy is made up of hundreds and thousands of relatively i 
ing enterprises, the social division of labor can be said to exist. If there 
was no commodity exchange to act as intermediarv between the individual units 
within a socialist economy and especially in an economy run on public ownership, 
then social production itself would become a nonrelating economic activity and 
that would a self-sufficient agricultural society of a totally independent and 
existentially functional nature. [as received] It should be pointed out that 
the ideal of a self-sufficient, independent natural economy has very firm social 
foundations. Prerevolutionary China and the Soviet Union were both heavily 
populated, underdeveloped capitalist countries with low production levels, "Old 
production methods and their accompanying outdated social and political rela- 
tions" took root there (Marx, "Das Kapital" Chinese translation p 11). Hence 

it is extremely erroneous to see this concept of a patriarchal system trans- 
planted into a socialist economy founded on highly socialized and large-scale 


vision of labor 
ince the socialist 
ndependent account- 


production. 


Since there are different kinds of social divisions of labor between enterprises 
in a socialist society as well as commodity exchange between enterprises and 
regions, socialist political economists should take the quality of enterprise- 
manufactured products use value and value as the basis for their analysis. 

With a product or commodity representing a cell within the social economv the 
contradiction between the use value and value still exists and within the labor 
used to produce the commodity there still exists the contradiction between coi- 
crete labor and abstract labor and the contradictionbetween partial labor and 
social labor and there still exists the necessity for individual labor to be 
transformed into socially required labor. Naturally, the solution and trans- 
formation process of these contradictions are not the same as those involved 

in a commodity economy with private ownership. The former are a kind of moving 
social economic process of conscious readjustment in society no longer display- 
ing a resistant nature. But, under such conditions, value and its manifestation 
in currency-price act as standards in carrying out social evaluation of labor 
and commodities and hence they cannot be removed or reduced. Sun Yefang 
stressed this when he said that making value the basic category of socialist 
political economics, was in no way simply juggling with concepts and value and 
price were not simplv quantity concepts of accounting tcols. Ina socialist 
oconomv the concept of value, in addition to indicating the social labor quan- 
tity requirements, also had another nature to it, namely the relation between 
production costs and effectiveness. Thus, to respect and acknowledge the role 
of the law of value insures "constant competition by backward, average and 
advanced enterprises in order to reduce standards for social average labor 
quantity requirements" and this upgrades the moving social economic process of 
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economic results and it is exactly this that is "the road to production devel- 
opment and social prosperity." 


[HK281025] A Few Major Points in Economic Theory 


Under the guidance of his theory of value, Sun Yefang entered into research 
concerning questions related to the socialist economy and came up with an 
economic proposition which displayed excertional insight on his part. We feel 
that the most important points are the following five: 


1. /The major point in socialist economic theory is to use the minimum possi- 
ble consumption for maximum possible economic results. / 


Sun Yefang said "the secret to all economic problems lies in how to produce 
even more commodities from even less labor or how to make use of the same 
amount of labor time to produce more commodities and thus how to reduce the 
labor quantity requirements for the production of each unit of commodity." 
Nevertheless there has been for a long time an erroneous tendency in socialist 
economics to ignore economic results. He felt that the existence of misuse and 
wastage in socialist constructio. "negated the concept of value and negated 

the necessary results of the duality (use value and value) of that which is 
produced" and since it negated the concept of value he felt that socialist pro- 
duction took as its aim simply achievement of use value, and for this reason 
was unable to estimate consumption costs and as a result “the concept of 'spar- 
ing no expense' seems as if it should be the motto of socialist construction." 


This is understandable. Since traditional theories regard socialist economy 

as essentially a natural economy and its main aim the achievement of use value, 
such an economy only places emphasis on material objects and strives for in- 
creases in the quantity of such material objects and of course increases in the 
value. Such an economy does not consider or pay attention to comparisons in 
cost and effectiveness, nor does it consider or pay attention to comparisons 

of individual consumption and social average consumption. Furthermore, it 

does not consider or pay attention to a commodity's ability to be realized with- 
in the circulation process nor its demand in society or by the consumer. A 
natural economy does not adhere to the concept of accounting and does not strive 
to make savings or economies. These examples all demonstrate a tendency to 
ignore economic results. Under the influence of a natural economic theory all 
such things as small product variety, low quality, high consumption, low effi- 
ciency, separation of production from requirements have almost become the com- 
mon failing of the socialist economic system built up on traditional economic 


theories. 


Directly in contradiction to the above traditional concept, Sun Yefang pointed 
out that the central question in socialist political economics was to research 
economic results (i.e. the saving of time). The contradiction of the duality 

of labor (concrete and abstract labor) and the duality of social commodities 
(use value and value) should run through all of socialist political economics. 
In 1960 when everyone was generally influenced by "leftist" thinking, when 
political command and class struggle were being constantly discussed, there 

was serious abuse and time wastage occurring within economic work and Sun Yefang 


28 











accurately proposed his famous theory that the highest standard of socialist 
economic activities was to achieve the maximum results with the minimum con- 
sumption costs. In advocating his initial draft of “socialist economic theory 
he took the discussion of achieving economic results as centra! to his view- 
point. He wrote “Political economy textbooks should discuss economics. But 
what is economics? It is the achievement of the maximum results from the min- 
imum consumption costs. Wwe must make use of analvtical research of the social- 
ist production relations to prove that socialist production relations, when 
compared to capitalism, can achieve the maximum results with the minimum con- 
sumption costs, and thus invigorate the development of socialist economics." 


As we all know, economic results in China and other socialist countries have 
been poor for a long period of time and this mainly characterizes itself in 
two ways. One is disregard for technological advances, low economic effec- 
tiveness, high consumption, large scale wastage and while the speed of economic 
development estimated according to overali production value appears not to be 
slow, increases in commodities which satisty such basics as eating, clothing, 
housing etc. for the people, is very slow and material benefits gained by the 
people are not great. the other characterization is economic dislocation, 

a division between production and requirements, disregard of the consumer's 
needs, unmarketable goods, severe stockpiling, only periodic high speed, no 
continuous high speed, large ups and downs in economic development, and great 
costs needed to restore correct proportional relations. Under the long-term 
influence of a natural economy all these things are closely linked with dis- 
regard for economic results and even an expulsion of the problem of economic 
results from within the system of socialist economic theory. Furthermore, 

the root of this problem lies in the violation of objective laws of economics. 
In particular, the law of value and of course an insufficient understanding 
and appreciation of the role of the law of value within a planned economy. 


[HK281027] It is worth rejoicing in the fact that since the 3d Plenary Session 
of the llth CPC Central Committee we have gradually begun to move along the 

new road of developing the national economy. The center of this new road is 

the aim of discussing economic results inall economic activities. In this way 
the former incorrect and distorted concept of expelling economic results from 
the system of socialist economic theory no longer has a leg to stand on. 
Nevertheless economic research still looks upon the position of economic results 
within the system of soctalist economic theory in several different ways. This 
divergence is due to different estimations of the role of value and the law of 
value within socialist economics. The logical conclusion of Sun Yefang's system 
of socialist economic theory based on value and the law of value is to make the 
question of economic results central to socialist economic theory. 


2. /Planning must be based on the law of value./ 
Traditional theories of socialist economics see a planned economy as something 
which totally rejects the law of value and that the law of value cannot be 
allowed to exert an influence within the sphere of a planned economy and that in 
those areas where the law of value does exert influence, no planned economy will 
be found. Sun Yefang fiercely criticized and attacked this idea which equates 


4 


a planned economy with a natural economy. He said that in a planned system 
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constructed on this theory, central planning bodies would take as their cen- 
tral targets and quotas material quantity targets (overall production value) 
and that these targets would be stiven for throughout the economic structure. 
The result would be, on the one hand, "the state would take over from the 
enterprise in organizing things that the enterprise should be responsible for, 
and such things that would fall within the sphere of simple reproduction. 

Thus the enterprise would be bound hand and foot and its self-motivation severe- 
ly restricted.” On the other hand, “since the state would be organizing affairs 
within the sphere of simple reproduction that otherwise should be handled per- 
sonally by hundreds and thousands of independent accounting units, it would 
find itself bogged down with tne handling of everyday affairs and thus would 
slacken its hold on more important construction planning of a long-term nature 
that the state is responsible for, namely affairs which fall within the sphere 
of extended reproduction and work related to balancing the national economy." 
Thus he drew the conclusion that "the planned and proportional development of 
the national economy must be based on the law of value in order to succeed. 
Economic policies (including price policies) and economic planning which ignore 
the law of value and reflect subjective intensions will do nothing but destroy 
all proportional relations and hinder the speedy development of the national 
economy." 


In an article published as early as the 1950's, Sun Yefang drew up his princi- 
pled opinion of how planning may be based on the law of value. He considered 
that in principle, China's planning system should be one of "great planning 
and little freedom" or in other words, “the planned economy of a socialist so- 
ciety must have unified and collective guidance and targets related to abstract 
labor and value categories and must be managed in a collective and unified way 
and must be tightly controlled. However targets related to concrete labor and 
the category of use value, i.e., material targets, such as commodity variety 
etc., should, with the exception of a few programs of a national nature, be 
passed down through the levels of power and should wherever possible be car- 
ried out by means of the contract system as well as direct bilateral supply 
and demand linkage between enterprises and regions.” 


The above-outlined theoretical theses of Sun Yefang should not be interpreted 
incorrectly the wav some people do, as a proposition to get rid of the planned 
economy, for it is exactlv the opposite, and demands that planning work be 
strengthened and improved on a very fundamental basis. It is in fact identical 
to the mandatory and guidance planning proposed in the 12th party congress 
which require conscious exploitation of the role of the law of value. 


3. /Circulation is the process of material supercession of socialist social- 
ized production and reproduction, / 


Since traditional theories of economics do not acknowledge the existence of the 
socia! division ot labor nor do they acknowledge enterprises as independent 
accounting units nor the necessity for commodity exchange between enterprises 
to achieve labor exchange, thus they do not acknowledge the existence of circu- 
ation within the socialist economy. "Noncirculation theory" represents a 
natural economic theorv's attitude towards circulation. In his book published 
in the 1920's, the Soviet economist Bogdanov wrote that the foundation of 
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socialism “is not exchange, but natural self-sufficient eccnomy. This the: 
is a standard representation of noncirculation thevry. 
States that the methods used to administer and manage a seli-sutiicient 
natural economy should be used to manage and administer a sociali 
and the essential] nature of such methods of administration would be the ma- 
teria] ration system, strict regional delineations and mutual isolation. 
(HK281029] Sun Yefangwas the first economist to criticize the noncirculation 
theory in the socialist economy. He said that noncirculation theory blurred 
the different functions of the two economic processes of exchange and distri- 
bution, and used distribution in the place of exchange. In actual fact, with- 
out exchange and circulation there would be no socialized large-scale produc- 
tion. If exchange and circulation are not developed then socialized large- 
scale production cannot be developed. We should not try to imagine that under 
conditions ot socialized large-scale production, hundreds anc thousands of dif- 
ferent varieties and specifications of goods and materials may be distributed 
from one center, and what's more, distributed just right. The socialist econ- 
omy is made up of many millions of independent accounting units and between 
them exists extensive social division of labor. If there is no commodity ex- 
change between the enterprises and allocation and transferral are used instead 
of exchange and distribution is used instead of circulation, then without doubt 
serious separations would develop between production, supply and marketing and 
there would be no way for the entire social process of reproduction tuo proceed 


smoothly. 


Sun Yefang went on to say that the theory of noncirculation is intimately linked 
to the shortcomings of Stalin's definition of production relations as the ob- 
ject of political economics. Stalin's definition omits exchange (Fngels' defi- 
nition of the object of political economics in "Anti-Duhrung" includes 
exchange) and does not acknowledge independent exchange outside the direct pro- 
duction process. Duhrung also voiced this opinion and in his criticism of 
Duhrung, Engels wrote "The way in which he does this merely proves that he 

does not understand or realize the exuormous development that has occurred in 
circulation within the last 50 years" (Engels, "Anti-Duhrung" Selected Works 

»f Marx and Engels, Vol 3 p 193). In real life, Stalin's definition forms the 
theoretical basis for the unified distribution in kind of hundreds and thou- 
sands of commodities. The result of this would be that no life would be in- 
jected into the economy, a division would occur between production, supply 

and marketing and there would be flood of purchasing agents. [In commodity 
exchange in agriculture and industry, prices would be abused and used as tools 
to redistribute the national revenue, attacking agriculture and creating 
serious dislocations in agriculture and industrv. 


In his own theoretical research, Sun Yefang brought to light the social back- 
ground of the noncirculation theory, namely the small agricultural economies 
of pre-October revolutionary Soviet Union which occupied the dominant ruling 
position as well as the relative strength of the patriarchal economic system. 
The isolated position of the natural economy meant that small farmers and 
peasants, especiaily those large numbers that went bankrupt through commodity 
exchange, had a great fear of circulation production and thus fantasized about 
an idyllic life without exchange (like China's celebrated ‘Land of the Peach 
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Blossoms’). Connected with this kind of social trend, a process of economic 
materialization emerged after the October revolution in the Soviet Union. In 
this way it became even easier for people to fantasize about an ideal situa- 
tion in which socialism was arrived at through the equalization of wealth and 
property and the elimination of exchange. Clearly, the material ration sys- 
tem is the practical manifestation of the noncirculation theory and Stalin's 
definition of the object of political economics was a theoretical generaliza- 
tion of its practice. 


Before liberation, China was a semicolonial, semifeudal country and natural 
economy occupied a dominant position. This then provided much fuel for the 
theory of noncirculation. During the long period of revolutionary struggle, 
base area revolutionary forces practiced the supply system and after libera- 
tion the material ration system was carried out for a long time, based on the 
Soviet stvle. Hence it is not strange that the theory of noncirculation be- 
came so acceptable and popular in economic circles. 


At the end of the 1950's and the start of the 1960's, Sun Yefang lectured at 
the Chinese People's University, aiming his lectures against the theory of 
noncirculation. His brilliant expositions were also continued later in fur- 
ther lectures and articles. He stressed the fact that circulation is the pro- 
cess of material supercession of socialist social the reproduction and that the 
means of production should enter into circulation in conformity with the laws 
of social reproduction and hence enter onto the path of commerce. Only in 
this way can one fundamentally overcome the drawbacks created by the imple- 
mentation of the system of distribution of the means of production. He went 
on to say that the reason our socialist economy was called a planned economy 
was because after the implementation of the system of public ownership, not 
only was production planned within each enterprise, but production throughout 
society was planned. An extremely important aspect of planning within the 
social sphere is the mutual production, supply and marketing relations between 
enterprises, i.e. the circulation process or market, planning and organization 
is needed to insure that they become a unified organism. Hence, recognition 
of the process of circulation of good organization of circulation are both an 
important part of setting up a good planned economy. 


[HK281031)] 4. /Profits are a composite index for reflecting technological 
levels and the quality of administration and management. / 


Having explained the basic principle in the socialist planning system referred 
to as “large-scale planning and little freedom," we should try to solve ques- 
tions of how to carry out planned administration of enterprises. Sun Yefang 
felt that commodity output targets were not very good composite indexes for 
initiating constant improvement in enterprise administration and management, 
since they could not become central indexes which incorporated all other fac- 
tors. It is only profit that can represent this kind of leading index. Thus, 
he formal’y criticized traditional management methods which took commodity 
quantity targets as central indexes, and instead suggested profits as more 


accurate and workable. 
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duction sector for social extended reproduction and common neec. The mater- 
ial wealth created by the workers of the productiin sector may be divided 

into three parts. The first part is compensation for fix. assets and t 
consumption of raw materials. The second part provides support f the worker 
and his or her familv in their necessary consumption of the means of liveii- 
hood. linked Cogether, these two parts represent what are generally referred 


to as production costs. The third part is the surplus commodity produced for 
society. Regardless of whether one is discussing the commodities of the 
entire society or of one individual enterprise, the lower the production 
costs the better and as production costs tali, the surplus iabor provided by 
the enterprise workers to society, rises correspondingly. Under conditions 
where prices do not change, lower production costs and increased profits are 
exactly the same thing, thus profits represent a composite index of technologi- 
cal levels in enterprise and the quality of administration and management. 


At the same time as expounding this, Sun Yefang also went into derail in ex- 

plaining the difference between socialist and capitalist profits, explaining 

that the essential nature of profit-owning classes was not the same, nor were 
the means of obtaining profit etc. 


Although he made this very succinct and clear ditterence, as outlined above, 
just betore, and then during, the "Cultural Revolution,” Sun Yefang was 
branded as a "fanatical eulogist for capitalism" and as "profit cowmander"™ was 
“the greatest revisionist in China,” and thus he spent at least 7 years in 
jail. But the voice of truth can never be stifled and after the smashing of 
the "gane of four," the title of the first major economic article he wrote 
was “we must fully get to grips with socialist profits." Sun Yefang con- 
Stantly underlined the fact that every socialist enterprise should, while up- 
holding the principles of socialism and implementing the party's policies and 
guidelines, undergo technological refurbishing and managerial md administra- 
tive improvements in order to create even more profits tor the state and thus 


, 


accumulate even more funds for socialist construction. 


yroduction price the basis of planning price and promote more 
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5. /Make ¢ 
pplication of funds. / 


economic a 


Traditional theories of socialist economics placed profits in the category of 


capitalism for a long time and following on from that, such theories adopted 
an attitude of disregard towards the concept of funds. In practical terms the 
implementation of a system of fund rationing, with no consideration or plan- 
ning of the effects of using funds denies any analytical research into invest- 
ment results. This is also the .1evitable result of rejecting th role of 
value and the law of value. 


Sun Yefang was against this. As early as the 1950's he advocated the impor- 
x 
tance of paying attention to the question of the effect ot using funds. 
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Around 19560 at the time of the discussion as to whether China's Vv 
é€s were 


trial commodities should lower their prices, China's economic circ] 
thrown into controversy. In this controversy Sun Yefang opposed any reduc- 
tion in prices of heavy industrial commodities, reasoning that although the 
production/profit ratio for heavy industriai commodities was relatively high, 
the tunds/profits ratio was not high. He asked the question, investment in 
our heavy industrial enterprises is very large and these funds are the result 
of the sweat and blood of the workers and peasants throughout China, thus can 
we really not take account of fund profits? To use the fund/profit ratio to 
estimate the level of commodity prices requires that socialist funds be used 
in an economical and rational way, paying careful attention to the results of 
the use of funds. In this way, it means that when we draw up the prices of 
commodities in a planned way, production prices should be taken as the foun- 
dation. (The production price is the average production costs in the commod- 
ity sector in addition to the profit figures worked out according to the aver- 
age fund/profit ratio.) 


(HK281033] In 1962 under the guidance of Sun Yefang, several comrades who had 
done some research work with him published an article in issue No 4 of HONGQI 
Magazine and for the first time in China advocated socialist enterprise eco- 
nomic accounting, not only accounting the results of labor consumption, but 
also accounting the results of fund levels. They clearly explained that 
"strict accounting should be carried out on the economic results of the funds 
possessed by an enterprise and the results of fund levels should be examined." 
On 18 September 1963, Sun Yefang wrote a research report in which he said "The 
social average fund/profit ratio is a level which all enterprises must achieve, 
those enterprises which surpass this level are advanced enterprises and those 
that do not reach it are backward enterprises." The reason for this is that 
funds are the accumulated surplus labor of production on which society is sup- 
ported. Since fund quantities which embody material and technological stan- 
dards are directly linked to the level of the labor production rate and its 
speed of increase, those enterprises and sectors with high material and tech- 
nological levels and hence large amounts of funds have a responsibility to 
society or the state to hand over greater profits and should, on the basis of 
the proportions between their profit margins and the average funds levels 
decide various steps related to production management in their enterprises or 


sectors. 


It should be pointed out that without an average fund/profit ratio there 
would be no productionprice. Thus while discussing the question of a fund/ 
profit ratio, Sun Yefang always emphasized the analysis of the category of 
production price. He felt that this production price embodied the socialist 
economic process and most importantly tne category of the direct production 
process. This appears to be different from Marx's theory of production price. 
In fact, inthe third volume of “Das Kapital, Marx investigated capitalist pro- 
duction price. Marx regarded production price as exposing every concrete 
style produced when the capital movement process is out under examination. 

Sun Yefang took production price as a category of the socialist direct pro- 
duction process because of the law of commodity value and its effect, because 
the adjustments it makes to production are realized through the fluctuations 
in value around which price revolves. On the premise of commodity exchange 
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it exert im i ; he produ roce 
process. ect of the law of commodity value is exer 
ind directi. onthe production process. law of com the law 
of “time economy and labor time distributed in a planned way within ditferent 
production sectors." ngels wrote that after the eradicatior tine stem of 
private ownership, the mcept of value will be ire and more to mere 
solve production problems, and that this is in fact its true sphers f activity 
Thus, in a socialist economy, production price, the tr sformati il shape f 
value, is naturally primarily used to solve production problems a thus 
should "be placed in its true sphere of activity"--namely the direct produc- 
tion process, to be investigated. 

Analysis of Methodology 

Some of the most essential points in Sun Yefang's syste yf economic theory 
were the results of his constant support for scientific methodology and hence 
they now embody these methodologies. His methods rejected the restrictions of 
metaphysics and idealism that traditional systems of economic theory were un- 
able to throw off. Instead he upheld the scientific pinnae s of dialectical 
and historical materialism. As we know, the question ot ether methodology 
is accurate is decisive in deciding whether an aceologica 1 systen is scienti- 
fic or not. If one's methodology is accurate then it will help one recognize 
materia! things by their original character and thus soncenks in economic the- 
ory will] reflect with accuracy the essential nature of the socialist economy. 
On the basis of this principle, if one does not break with the methodology of 
metaphysics and idealism the: a scientific system of economic theory cannot be 
set up. The system of econowic theory that Sun Yefang — bu 
dependent on his constant support of Marxist methodology. 

In his work “one must study philosophy to understand economics" in 
discussed the theoretical basis and methodology of socialist politi 
mics, Sun Yefang said that even today there was still no socialist 
political economics which satisfied most people since the system wa 
yet incomplete, while the subjective reason was that China's politica] econo- 
mists had been negatively influenced by metaphysics and idealism. Many times 

he reiterated that "we must develop the economic sciences so that theory may 
serve practice, and hence of utmost importance is that we rid political ec 
nomics of metaphysics and idealism." So, where do these two enemies of social- 
ist political economics actually show themselves? He wrote, "The metaphysical 
concept mainly shows itself inthe way in which the future economy ot the com- 
munist society (as well as the internal relations inthe system of ownership by 
the people within the socialist society) is seen as being like the material 
economy of a primitive communist society, namely a natural economy in which 
there is no abstract labor, value, price, currency or any other similar con- 
cepts." The idealism was "refusal to acknowledge or merely little attention 
being paid to the concept of objective economic laws, hence the concept of 
confronting politics with economics and not using objective laws of economics 
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(HK281035] Thus, the spearhead of Sun Yefang's attack is on the theoretical 
basis and principles of methodology of political economics and, briefly, the 
attack is aimed at 1) metaphysical and natural economic theory and 2) the 
theory that idealism or the superstructure is to be the deciding factor. We 
have already discussed fairly thoroughly the first of these two topics and 
now we will consider the second. 


Marxist political economics used to hold that "the development of the form 

of social economics is a kind of natural historical process" (Marx: "Das 
Kapital," Vol 1, p 12). The task of this branch of political economics is 

to illustrate the fixed and not subjectively created rules of this natural 
historical process. Hence, as Lenin said, "Only if social relations are ex- 
plained through the extent of the production forces may we have a reliable 
basis on which to regard the development of the form of society as a natural 
historical process" (Lenin: What is "the love of men" and how can they fight 
the social democrats?, "Selected Works of Lenin," Vol 1 p 8). Hence, social- 
ist political economics must be closely linked to the development of the pro- 
duction forces so that socialist production relations may be studied, and one 
cannot rely on factors external to the production process to explain every 
economic phenomenon, nor can one any longer exaggerate the reaction of the 
superstructure to an unrealistic extent and regard it as something which can 


decide the economic process. 


Thus research into socialist political economics in both China and the Soviet 
Union was influenced for a very long time by this concept of the superstruc- 
ture theory. Since the movement of socialist economics was not seen as a 
natural historical process, research never considered attempts at illus- 
trating the fixed objective laws in its essential nature. Under the influence 
of this ideology, many people saw the basic character of political economic 
research as "defining" all kinds of "laws." Such a situation could do nothing 
but seriously affect the scientific nature of the system on socialist politi- 


cal economic theory. 


However, in the second half of the 1950's, when the subjective idealism of the 
theory of the superstructure being the deciding factor was at its height, Sun 
Yefang rose up to fight it and launched large criticism of this extremely 
popular theory. From 1958 onward he constantly opposed the influence of this 
idealism in all his written work and lectures. He wrote that to use ideologi- 
cal reasons to explain economic phenomena, with such questions as "Is it on 
the mass road" or does it have “political command" "is only to explain it 
politically, but not economically." "To remove economics in order to discuss 
politics and to make use of the mass road and political command in place of 
objective economic laws and to use political explanations in place of econo- 
mic explanations is not only idealistic but also displays a laziness in eco- 
nomics. Such attitudes are of considerable harm to the development of poli- 


tical economics.’ 


With his courageous scientific spirit, Sun Yefang was also the first person to 
criticize Stalin's definition of production relations as the object of politi- 
cal economics. In his work "Questions of Soviet Socialist Economics" Stalin 
wrote "The object of political economics is the production relations of man, 
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i.e., economic relations. This includes a2) the style cof the ownership of 
the means of production; b) the resultant different positions of social 
groups in production and their mutual relations, or as Marx said, mutual 
exchange of activities; c) the style of commodity distribution organized 
purely as a result of them. All together these make up the object of poli- 
tical economics" (Stalin: "Questions on Soviet Socialist Economics" p 55) 
Sun Yefang feit that this definition was incorrect and should be abandoned. 


In his criticism of Stalin's definition of production relations, Sun Yefang 
concentrated on the fact that Stalin regarded ownership as a separate item 
within the production relations, divorced from production, excnange distri- 
bution and other economic relations. Thus Stalin differed from Marx and 
Engels view in which the system of ownership was seen as the sum total of 
all production relations. Sun Yefang said that Stalin's way of examining 
the situation meant that one would inevitably sink into the ideals of meta- 
physics or law. 


In his discussion of Stalin's concept of the system of ownership, Sun Yefang's 
main concern was not on the accuracy of the definition but on the fact that 
Stalin displayed objective tendencies to one-sidedly stress the decisive roie 
of the shape of will in the face of decades of socialist political economics. 
In his writing, Sun Yefang not only proved that Stalin's view of the form of 
the system of ownership being independent and external to production, exchange 
and distribution relations, and as such "the foundation of production rela- 
tions," was in fact in contradiction to the Marx and Engles historical doc- 
trines, but he also went on to explain, on the basis of China's practical ex- 
perience in socialist reform, that if one leaves the production relations alone 
and only sees things in terms of the form of the system of ownership, then 
the implementation of social reforms is apparently very straightforward but 
would in fact end in very unfavorable results. In China in the i950's "The 
initial development of the agricultural mutual aid cooperatives saw enormous 
successes, everybody opened their eyes, wrongly believing that the state 
political power of the people was ‘omnipotent' and that with such power 
"everything could be done with ease,’ and that the transfer to public owner- 
ship and its scale could be decided by the subjective will of the people, 
without having to take notice of the level of development of the production 
forces." "In actual fact, separation from the productive forces and the pro- 
duction relations necessarily decided by them and wanton expansion oi the 
scale of transfer to public ownership in the countryside, can be of absolute- 
ly no help whatsoever to the advancement of the production relations and in 
fact could cause them to fall back into feudal or former capitalist produc- 
tion relations while still apparently in the name of socialism and the trans- 
fer of public ownership." The actions of the “gang of four" such as "the up- 
grading of the system of ownership" and the "transition of poverty" are very 
clear illustrations of movements to restore feudalism. 


[HK281037] On the basis of making penetrating criticisms of traditional 
political economics principles of methodology which include the drawbacks 
of idealism, Sun Yefang explained, with reference to relevant Marxist prin- 
ciples, the socialist political economic methodological principles known as 
"process method." This methodology encapsulated two main things. 
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1. /Emphasizing the need, in research of production relations, to inti- 
mately integrate productive forces and oppose the separation of the produc- 
tive forces./ 


The production relations are the social form of production and cannot be 
separated from the material content of production--namely the productive 
forces--and exist independently. Thus, the conclusions that Sun Yefang 

draws from his criticism of the methodology of traditional socialist poli- 
tical economics is that political economics exist to examine the production 
relations but also the productive forces. Only by placing the socialist 
production relations beneath a certain developmental level of the productive 
forces and examining them there can a scientific evaluation be made of them 
and can timely readjustments and improvements be carried out to that part of 
the production relations which are not in line with the productive forces. 

In other words, if political economics takes leave of the developmental level 
of the productive forces to examine and research the production relations then 
political economics becomes "politics" and hence loses the economic scientific 


nature that it should have. 


Sun Yefang also proposed that all evaluations of the economic results of any 
kind of technological or economic measures and the selection of the most ideal 
plan should always be within the field of vision of political economics. If a 
technological measure is unable to improve economic results, then it is not 
worth implementing. He felt that questions such as whether a hydroelectric 
power station or a coal-powered electric power station would be better in 
different places, etc., are all questions that political economics should 


carefully examine. 


It should be pointed out that Sun Yefang's method of integrating the productive 
forces in examining the production relations were the inevitable result of his 
adoption of the process method in analyzing the socialist economy and his re- 
jection of the regulated ordering method. For only by intimately integrating 
the productive forces in examining the production relations can one hope to 
obtain any useful and solid analysis of the economic process, so much more 

than previous sterile abstract principles that were obtained. In light of 

this proposition, the method of integrating the productive forces in examining 
the production relations represented an important condition for the setting up 
of Sun Yefang's system of economic theory. 


While insuring the integration of the productive forces in examining the pro- 
duction relations, Sun Yefang also put great emphasis on the great signifi- 
cance of technological advances on the development of social production as 
well as the important effect it has on the development of socialist economic 


relations. 


In the past Marxists emphasized the important role of technological advances 
in promoting social development. Engels said, "In Marxist terms, science 

is a historically motivating and revolutionary force" (Engels: Talks on 
Marxism, "Selected Works of Marx and Engels" vol 3, p 575). The establish- 
ment, consolidation and development of the socialist economy are all inti- 
mately linked to advances in technology and thus socialist political economy 
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should put even greater emphasis on questions df technological idvancemen 
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However, in economic research in China, 
bad tendency to look down on and scorn questions of science and technology. 
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Starting in the 1950's Sun Yefang put enormous emphasis on research into t 
economic results of technological advances. He telt that socialist enter- 
prises should mainly concentrate on constantiy improving their tecnnolog ” 
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order to lower individual labor consumption and improve the results of ecc 
nomic activities, thereby creating even greater profi The 4 
of the law of value in the socialist system mainly display 

day it can stir people to competitively adopt newer technology and develop 
the social productive forces. 
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Sun Yefang felt that when examining probiems of financial and economic admin- 
istration one should pay particular attention to the effect of tactors in- 
volved in technological advances. He opposed disregarding invisible losses 
in fixed assets (in particular technological equipment) in deciding the rate 
of depreciation. He also opposed the equipment and machinery administration 
system which practiced replication of older machinery and freezes on techno- 
logical advances. He aimed to improve the depreciation rate of China's fixed 
assets and advocated that depreciation funds should, in general, be put into 
the hands of the enterprises and used to the advantage ot fixec assets and in 
particular improvements in equipment and machinery, thus promoting technolo- 
gical advances. 
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{HK281039] Around the same time that he was promoting technological devel- 
opment, Sun Yefang also criticized the popular concept of many vears stand- 
ing, referred to as "large base figures mean slow speed." He said that the 
few decades of industrial development in the Soviet Union and the 30-odd years 
of industrial development in China both witnessed a slowing down of develop- 
ment speeds and the main reason behind this was that the economic systems had 
put a stop to technological improvements and developments in existing enter- 


prises with the result that production did not develop in the large majcrity 
of older enterprises. Thus the few newly built or expanded enterprises had 


to be relied upon to develop overall production capacity and this naturaliy 
meant that the speed of development graduaily decreased. In todav's high- 
speed development of science and technology, as long us we do not follow the 
old road of expanded production capacity on the basis of technology, raw 
materials, commodities and production skills, then production increases wiil 
not have to rely solely on newly built enterprises with well-developed tech- 
nology and high labor production rates, but may also relv on the tecnnologi- 
cal developments of the vast majority of already existing enterprises an 
thus the speed of development will quicken and economic results will impro, 
Hence by linking together speed and results we can correct the peoples 
erroneous conception of "large base figures means slow speed." And this is 
also a technological and economic guarantee of achieving a quadrupling in 
industrial and agricultural output value in China by the end of this century. 
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2. /Advocating a step-by-step dissection of the socialist production process, 
the circulation process and the overall process of social production in order 
to examine the movement of socialist production relations. / 


Production relations are one aspect of social production and in analyzing the 
movement of the socialist production relations one cannot remove oneself from 
the social economic process, otherwise one would simply be enumereting "rules" 
and listing policies. In this light, Sun Yefang advocated that socialist 
political economics should analyze the overall process of production, circu- 
lation and social production in order to analyze the overall face of social- 
ist economic relations. In 1959 Sun Yefang first advocated the use of pro- 
cess methodology in writing socialist political economics, rejecting 
traditional methods of analyzing the socialist system of ownership in order to 
write socialist political economics. He said, "On the basis of what kind of 
procedure should we examine socialist economics? I feel that fundamentally 

we should examine it on the basis of Marx's procedures in his writing in 

"Das Kapital," that is to say, first analyze the production process, then 
analyze the circulation process and finally analyze the entire production 
process in the socialist society." 


Startiny in 1960, based on the above-outlined procedures, Sun Yefang led a 
number of researchers in the Economic Research Institute in writing the first 
draft of "Socialist Economic Theory" in which, on the basis of the duality 

of commodities, he analyzed the socialist direct production process and 
afterward the circulation process and the general process of social produc- 
tion. Although this was only a courageous first attempt it nevertheless be- 
gan to break down analyses in traditional textbooks which divorced themselves 
from the economic process, and were thus fettered by mere policy renumeration 
or description. In this way his work began to amass experiences in overall 


and objective analysis of socialist economic relations. 


All of the above is an initial evaluation of Sun Yefang's system of socialist 
economic theory. We feel that several of his important concepts and his method- 
Ology show great originality, a step above traditional systems of economic 


theory. Of course this is intimately linked to his steadfast Marxist research 
methods is well as the way in which he constantly related all his work to 
socialist practice. Naturally, it should be recognized that since Sun 
Yefang's system of economic theory is still in the process of development, 


some important concepts and ideas still need further analysis and proof. Some 
of the components and details still need further processing, assembly and 
replacement. In addition, the question of how to develop analysis from simple 
categories into complex categories has still not been fully solved. Because 
of political upheavals and serious consideration by Sun Yefang, "Socialist 
Fconomic Theory" has still not been published today. Despite this, we feel 
that this initial evaluation of Sun Yefang's system of economic theory could 
be of great importance to our studies of the important theoretical and actual 
questions that exist within socialist economic construction. Thus, we, as his 
students and assistants, have written this article. We hope that Comrade Sun 
Yefang and the readers will bear with us in our limitations and insufficient 
explanations of the topic. 
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NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' ON DISTRIBUTION ACCORDING TO WORK 
HKO11308 Beijing JINGJIT YANJIU in Chinese No 1, 20 Jan 83 pp 21-25, 72 


[Article by Zhou Yanwen [0719 1750 2429] of the Political Department of the 
Hubei Financial and Economic Institute: ‘The Basis of Distributing According 
to Work Is Not Personal Ownership of Labor Force"| 


[Text] In discussing the question of “ownership of labor force," some 
comrades sav that if we absolutely negate the existence of the question of 
ownership of labor force, a more thorough study of the question of distri- 
bution according to work done will be hindered. (see Xue Mugqiao [5641 

2550 2890]: "A Study of Questions of the Chinese Socialist Economy," the 
People's Publishing House, p 72) Some other comrades explicitly assert: 
"The relationship of personal ownership of labor force on a partial basis 

is the direct cause of distribution according to work done." (Wu Ang 

[0124 2491]: "On the Relationship of Personal Ownership of Labor Force on 
a Partial Basis Under Socialist Conditions and Its Implications” in JINGJI 
WENTI TANSUO ["Probe Into Economic Questions"] Vol 1, 1981) Some also 
explicitiv assert: "The right of personal ownership of the labor force is 
the basis of distribution according to work done." (Wu Jixue [1566 4949 
1331] et al: "Personal Ownership of Labor Force Is the Basis of Distribution 
According to Work Done" in JIANG HUAI LUN TAN ["“Forum of Chang} iang-Huaihe 
Region"], Vol 5, 1980) I think that in theory we can hardly justify the 
argument that personal ownership (sole or partial) of labor force under 
socialism wholly or partially accounts for the objective and inevitable 
existence of distribution according to work done under socialist conditions. 


l. What Accounts for Distribution According to Work Done? 


Basic principles of Marxist political economics tell us that the distribution 
of personal consumer goods is an important aspect of the distribution of 

the social product. When we discuss relations of distribution, we naturally 
include relations of distribution of personal consumer goods. Marx said: 
"What we call relations of distribution are compatible with the specific 
social forms of the historical characterisiics of the production process 

as well as the relationships between people in the reproduction of their 
livelihood, and actually arise from these forms and relationships. The 
historical characters of these relations of distribution are identical with 
the historical characters of the production relations; relations c’° distri- 


ttr 


bution only represent one aspect of production relations." ("Das Kapital," 











People's Publishing House 1975 edition, Vol 3, pp 998-999) Relations of 

distribution of personal consumer goods arise from, and also exist as an 

aspect of, production relations. They change in line with changes in the 
nature of production relations. 


[f the objective and inevitable distribution of personal consumer goods 
under socialist conditions according to work done is explained in terms of 
socialist production relations, then this explanation os compatible with 
Marx's principle about what gives rise to relations of distribution. Under 
the socialist svstem, workers jointly own the means of production. In produc- 
tion, workers are directly integrated with the means of production, as 
masters of the means of production, all workers work on an equal basis under 
the socialist system of production. This is the basic substance of socialist 
public ownership, and is also the basis of distribution according to work 
done. On the other hand, in a socialist society, the level of development 
of the productive forces is low; people are still subject to division of 
labor and there still exist differences associated with old forms of division 
ot labor; and moreover, there exist differences in the quantities and quality 
of work done by different workers. Therefore, under socialism, personal 
consumer goods must inevitably be distributed according to work done. This 
distribution is compatible with principles of distribution which satisfy 

the requirements of the productive forces and which benefit the workers, who 
are the masters ot the means of production under socialism, 


Relations of distribution exist as one aspect of production relations. 
However, Engels told us: "After all, the mode of distribution must essen- 
tially be determined by the quantities of products that can be distributed.’ 
("Selected Works of Marx and Engels," "To Conrad Schmidt (5 August 1890) ," 
Vol 4, p 475) The transition from distribution according to work done to 
distribution according to need can be accomplished only when the productive 
forces have developed to the point where "all the springs of collective 
wealth flow abundantly." (Marx: "Selected Works of Marx and Engels," 


"Critique of the Gotha Program," Vol 3, p 12) 


Theretore, I think that in expounding the objective inevitability of distri- 
bution according to work done, we need not go into some other actually 
nonexistent direct cause of this distribution, namely, "ownership of labor 


force.” 


The basic controversy is whether social production relations include a 
relation of "ownership of labor force." On this question I agree with 
Comrade Li Guangyuan's [2621 0342 6678] viewpoints and exposition as in 
his article "Queries on Ownership of Labor Force" in JINGJI YANJIU, Vol 1, 
1982, I am now going to present only some supplementary ideas, 


Some comrades frequently quote the following words from Marx's “Critique of 
the Gotha Frogram": "The prevailing distribution of the means of consump- 
tion is only a consequence of the distribution of the conditions of produc- 
tion themselves; the latter distribution, however, is a feature of the mode 
of production itself. For example, the capitalist mode of production rests 
on the tact that the material conditions of production are in the hands of 
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juotation from Volume 3 of Marx's "Das Kapital," which views 
of the conditions of production as a prerequisite to distribution of products 
in discussing relations of production and distribution. Marx said: ‘"Natu- 
rally, it can be said that capital (which includes land ownership as an 
antithesis of capital) itself presupposes this kind of distribution: Workers 
are deprived of the conditions of labor, and these conditions are concentrated 


in the hands of a small minority, with some other people monopolizing land 
ownership.... Those relations of distribution we have discussed constitut 


unctions which exist within the frame- . 
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the basis of those specific social 
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are involved in production relations but are antagonis 


ey » att | 1 9 ? Th. oe ma > e9 
( Das Kapital, Vol 3, p 994) hus, the masses are owners of the 

eran: } } ; ' 7 ¢ : ny farra’’ # y lL, «a 
persona: onditio: OT pr yductl mM, that ASe ) the a ? O;ce © Aili! that 
workers are deprived ot the conditicns of labor, or, direct ducers ar 

. e . . , ° ‘ ° } : al T 7 r t f 
divorced rrom materi. conditions ot YroG ict Tl. it ec wot ean 

| } : } ' } , | ° . — 4 > 
personai owne’ sit oY the 4 abou oOrTrce Vv the yvorKers exists. Precise 
hec > hie ; aa ’ ae Le ¢ } We ha Vy , t : bt , i in ’ 
vecause of Cnis, Ln bat aque Oi the MOLliid fi pram, marx continue 
‘ ’ 
i t 


the material conditions of production are the collective property o 
] 


workers themselves, then there likewise results a distribution of the mcans 


~ ? ' . * ‘ 

of consumpti mm different from the present one. elected wOTKS i Marx 
, ? ? ela é } r - t . ” . ‘ . " . : ° 
and Enze iS, ritique the Goth a FrORTan, VO; >, p i 4) second, Li 


* 4 ° ; 


o ’ ‘ ® . « 
Marx s words: he masse re only owner yf ei ersonal condit 


production, that Ss, Of lavdor torce are interpreted saving that wor«K«ers 
° . > ) " ° . _* . 1 o 
are owners cf the iabor force (tniat is, « ie Chie por tore es 











eXisl), Cine Cine wSssible conclusion is that the ltai.ist mode o 
production based capitalist ownership of the means of production and 

ii wners/lift the labor force by the yrkers. t follows that capitalist 

producti relations does not substantially differ from peneral relations of 
mmodities; and being owners of commodities, capitalists and workers 

enjoy equality, niy in torm and as reflected in apparent phenomena 
bservable in the realm ot circulation, but also in essence. Obviously, 

this is radically inconsistent with the nature of the capitalist mode of 

producti iS re tled by Marx, that is, wage labor is subordinate to capital 

and workers are capitalists’ wage slaves. Third, when discussing the factors 

of production and their distributions, Marx often used the terms workers 

and labor torce as svnonymous categories. For example, in "Introduction to 


"Critique of Political Feonomics,’" Marx said: "Before distribution appears 
as distribution of products, it is 1) the distribution of tools of production 
and 2) the distribution of members of society among various categories of 


production (each individual being subordinate to certain production relations) 





--this is a further qualification ot the same relationship mentioned above. 
These forms of distribution are embodied in the production process itself 

and also determine the composition of production. The distribution of 
products is obviously only the result of these forms of distribution, 
(“Selected Works of Marx and Engels," "Introduction to ‘Critique of Political 
Economics,’” Vol 2, p 99) In Volume 2 of "Das Kapital,'’ Marx said: "What- 
ever is the social form of production, workers and the means of production 
invariably jinfluence] the factors of production.” ("Das Kapital," Vol 2, 

p 44) The terms used here are just "members of society” and “workers.” 
Therefore, the distribution of the labor force (workers) as a factor of 
production can only be interpreted in terms of “each individual being 
subordinate t tain production relations.” It is not a question of the 
so-call el the labor force. 

If we say personal ownership of the labor force (on a whole or partial basis) 
directly determin the distribution of personal consumer goods, what does 
this imply, This will only imply that the distribution of personal consumer 
goods must sed on various workers" working ability. Each worker's 
ability determines the quantities of personal consumer goods allocated to 
him. think that distribution according to working ability radically 
ditters fr di ti according to the quantitv and quality of work done. 
"To calculate rewards according to abilitv’ was a proposition put forth 

long ago bv Enfantin, a student of the utopian socialist Saint-Simon, The 
basic error in |] intin's proposition is that under the precondition of 
preserving the iss distinction between capitalists and workers, it was 
assumed that distribution to all people according to ability could be carried 
ut. In his view, capitalists and workers were all working people. The 
capitalists’ ability of exploitation was their working abilitv. Marx and 
Envels had repeatedly and clearly pointed out and earnestly criticized this 
radical error. ’ alist society in whi exploiting classes have 

been eliminated, can salculating rewards according to ability" be carried 
out he swer is First, working ability is something very complicated 
and ver. diificult to clearly define. 1e magnitude of working ability can 
be judged rd to different criteria, for example, the magnitude of 
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‘termination a cording to the quantity of work done. True, the nature 
radically differs from that under socialism, owing 
to differences in the nature of ownership of the means of production.” 

Under the condition of capitalist private ownership, “a worker works under 
the capitaiist's supervision; his work belongs to the capitalist.” (Marx: 
‘Das Kapital,” Vol 1, p 210) Under the condition of socialist public 
ownership, a worker's work belongs to himself. However, if we use this latter 
fact to explain the personal ownership of the labor force (on a whole or 
partial basis) under socialism, then how can the fact that the worker's 

work belongs to the capitalist under capitalism explain the proposition that 
capitalism the labor force belongs to the worker himself? My view 

is as follows. Under socialism, society (as the congregation of workers) 
acknowledges that each worker's work is "his own work" and the quantity of 
work done by each worker is his “personal quantity of work done.” This is 
not because the labor force is personally owned by him. The reason is that 
for one thing, under the condition of socialist public ownership of the means 
of production, "except one's own labor, no one can have anything else to 
offer;' and for another, under the condition of socialist public ownership 

of the means of production, if society is to measure the magnitude of each 
worker's contribution to society, work done is the only measure and there 

is no other means. And the reason why society needs to measure the magnitude 
of each worker's contribution to society is that the level of development of 
the productive forces is low and the products are still not plentiful, so 
still impossible to distribute personal consumer goods to members 


4 


; 


»f society according to their needs. 
2. How nterpret ‘Tacit Acknowledgement of Different Grades of Working 


Ability Being Natural Privileges" 


fing to work implies tacit acknowledgement of different 
yrades of working ability being “natural privileges." Some comrades resort 
to prove the existence of personal ownership of the labor 
oartial basis. The termination of work being a personal means 
of earning a livelihood and the termination of distributing equal quantities 
of products in return for equal quantities of work done are considered as a 
sien of the dving out of personal ownership of labor force on a partial 
basis (See Xue Mugiao: “A Study of Questions of the Chinese Socialist 
E omy,’ the People's Publishing House, pp 68-29, 71) This seems to give 
rise to this conclucion: Ownership of the labor force results in distribu- 
tion according to work done, and distribution according to work done in 
turn gives rise to ownership of the labor force. 


Under socialism, each worker obtains a means of livelihood through labor to 
his family’s livelihood. One cannot survive without working. 
mntributes a larger quantity of labor to society, one will be 


i‘ 


maintain 
If one ce 
allocated larger quantities of means of livelihood and one will be better 
off. This is the meaning of regarding work as a means of earning a live- 


t fact that work is an individual's means of earning a iivelihood represents 
1 profound change in the nature of labor. The basis of this change is the 


t 
replacement of the capitalist private ownership of the means of production 
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NATIONAL POLICY AND ISSUES 


"SINGJI YANJIU' DISCUSSES STRATEGIC ECONOMIC AIMS 


HKO21211 Beijing JiINCGJI YANJIU in Chinese No 1, 20 Jan 83 pp 37-43 


[Article by Zhou Shulian [0719 0647 5571]: "Some Questions Concerning the 
Strategic Aims of Economic Development" } 


[Text] In his report to the 12th Party Congress, Comrade Hu Yaobang pointed 
out: "In the next 20 vears from 1981 to the end of this century, the general 
fightin; target in our country's economic construction is, under the premise 
of continuously improving the economic results, to quadruple the present 
annual gross output value of industry and agriculture." The realization of 
this tormidable objective is an important mission bestowed by history on our 
whole party and people of the whole country and is an extremely glorious 


and difficult task. 


The Great Significance of Quadrupling the Gross Output Value of Industry 


and Agriculture 


Formulating the general fighting target for the next 20 years in a practical 
and realistic manner is an extremely important matter. It is a demand 
called for in creating a new overall situation in socialist modernization 


construction. 


The overall mission of the people of our country in the new historical era 
is to gradually realize the modernization of industry, agriculture, national 
defence, and science and technology, and to build our country into a highly 
civilized ar highly democratic socialist country. In our country with such 
a big population and a relatively backward productive capacity, the realiza- 
tion in an overall manner of the task of the four modernizations is extremely 
difficult. It will require several decades or even up to a hundred years, 
Therefore, we must lay our in different stages the fighting targets, which 
must have a scientific basis. In the past, it has been our custom to fix 
the vearly fighting targets in our annual plans and the 5-year fighting 
targets in our 5-vear plans. This is all very necessary but is still 
insufficient. For example, for the sake of achieving the task of rationali- 
zing the economic structure and, in accordance with the demands of the 
development of the productive forces, establishing a rational economic 
structure with coordinated proportionate relationships, we must formulate 

a long-term plan and long-term fighting targets. For the establishment of 

a modernized agriculture and achieving a rational planting system as well 
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SNOWS nat it 2 rn in easy matter to nancie tnese reiatloas wel. Un 


account the existence of rather complex contradictions between production 
and living and between accumulation and consumption, the solution of each 
and every f these contradictions requires overall arrangements over a 


ne 
rather long period. This magnificent strategic target advocated by the CPC 
ntral Committee not only enables the people of the whole country to under- 
stand the beautitul prospects of happy living and thus greatly promotes 
evervbody's fighting snirit and incentive, but also provides a clearcut 


, 
fjirection and scientific basis for correctly handiing the relationship 
between production and living and between accumulation and consumption. 


The growth speed of the gross output value of industry and agriculture 
represents a comprehensive target in the development of the national economy. 
[ts variations constitute the results of many factors jointly exerting their 
role and influence in manv ways in the development of the social economy. 
Realization of the target of quadrupling the gross output value of industry 
and agriculture implies an enormous step forward in the modernization process 
and the occurrence of important changes on various sides. 


n enormous increase in the country's economic power 

and its strength in national defence. Accompanying the quadrupling of the 
gross output value of industry and agriculture, national income will enjoy 

a reiatively rapid yrowth rate. Quadrupling the gross output value must be 
based on the logical premise of continuously raising the economic results. 

[t requires a reduction in the differential between the growth rate of the 
gross output value of industry and agriculture and that of the national income 
so that the latter will become closer to the former. In the next 20 years, 
the average annual growth rate 7.2 percent in the gross output value of 

ture is projected and if we strive hard to raise the 


First, it indicates a 


incustt MG ager oe ee 
economic results the average annual growth rate of the national income may 


ted to be around 6.5 percent. In 1980, the gross volume of our 
to 366.7 billion vuan. At an average annual growth 


national me amounted ¢ 

rate of 5.5 percent, by the vear 2000 the gross volume of the national 

income will be increased to 1,300 billion vuan, or 350 percent of that of 

1980. For the national income to achieve this growth rate is a rather 

formidable task but it is entirely possible. Since 1952, there were 17 years 

in which the growth rate of our nationa] income exceeded 6.5 percent, and 

Y Year in which the growth rate was above or below that of the gross output 
ilue of industry and agriculture but the difference was not more than 


} percent. It is estimated that by the vear 2009, in our country, the gross 
lume of energ’ itput and of output of the steel, cement, chemical 

: rn and machine-made paper industries will be double that 

in 1980 and there will be an increase of 300 to 400 percent in the products 


f the machine-b ding industry. In addition, electric power generation 
will have yrown at the same pace with industrial production while certain 


i 
ther industrial products will attain an even higher growth rate. At 
present, the output volume of many of our products has reached the world's 
For example, grain production is the world’s second largest 
lace. It mav be anticipated 
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that even irpge?} ncreases will be mads in the next ZU vears. 
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fe. But what constitutes a fair comfortable life? 
and practical problem which is worth studving. In 
f this century the fairl omfortable life which can 
ur country will embrace the foilowing principal 
having enough to eat but also enjoving a better 
aplete variety of nourishments which can meet 


al and health requirements; (2) relatively better 


who will each have a full complement of clothes for 


he vear; (3) stringency in housing conditions will be 
han residents may expect to have a housing area each 


an even larger housing area mav be expected by rural 
1 be better off, capable of 
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urable articles of consumption and participating in 


1al activities; (5) the people can receive timely 


ents and enjoy a further rise in life expectancy; 
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in the people's level of culture, education, and 
(7) rather improvements in public facilities in 


including water supply, power supply, communications 


unications; also noticeable improvements in living 


considerable enhancement in communist ideology and 


that by that time the per capita national income of 
pe relativelv lower than that of the economically 
it what is mentioned above will still mean a fairly 


id of comfortable living has been long cherished in 


e for thousands of vears. It can be realized under 


ind by the end of this century. We should not under- 


onomic Results Constitutes the Premise and Key 
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Hu Yaobang clearly pointed out that continuously 


‘sults constituted the logical premise for quadrupling 


»€ industry and a,riculture in the next 20 vears. 


important. It is a scientific summing up of the 
pained in socialist economic construction over the 


founding of the PRC. In the course of our realiza- 
irget, we should have a real earnest understanding 
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the past the growth speed of the gross output value 


re 0 OUr OUNLTs is been relatively rapid. 


proiongea period oO time, we tailed to give due regard 


Suits and as a resul Serlous passive eifects were 
vaciilations in the growth speed were encrmous and at 


negative growth rate. <A downturn in speed is an 
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tabie outcome or resuits. Second, the people 
yenefits. During the nearly ?0 vears after the first 
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I pi ind] , Cerin lilpgi Sf] eed. Some comrades nave continued to enthuslastl 
: , 7 : . S| . } 3 3 [1a a m can mrh ; 

ail! tri r %11 57 peed and failed to pay ittention to suchNn mportant 
ISpects a increasing tne Variety o! procucts, im roving tnelir Qua. ity, 


hanciny their marketability, practicing savings in consumption, reducing 


roducti st, improving management and control and raising the scientific 
and technological level. As a resvlt, this has brought about dire effects 

Ss an increase in production cost, reduction in profits, stockpiling 
of goods and diminution of financial receipts. It must also be noted that 
at present there are still in existence certain factors which lead to a 
blind quest for speed and to the disregard of the economic results. For 


example, some peopic are still ignorant of the relationship between economic 
results and the srowth rate and do not understand the important significance 
of raising the economic results. Furthermore, we mav mention other factors 
uch as that the economic departments and enterprises still do not have in 
force a sound economic responsibility system, that within the economic 
iNMagyement structure we have not yet banished those factors which are dis- 
advantageous to the correct handling of the relationship between the growth 
rate and the economic results, and so on. These are problems which must be 


hat the logical premise for bringing about the quadrupling 

of che gross output value of industry and agriculture lies in raising the 
nomic results, the CPC Central Committee is enlightening us that only 

in continuously raising the economic results can we achieve the desired 

tive ot quadrupling the output value. In other words, we must seek 

speed from enhancing the economic results and achieve the objective by means 

‘fo improving the cconomic results. This indeed is the only proper road that 
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we in take. If it is said that in the past there were certain periods in 
which despite the poor showing of the economic results we could still main- 
tain a certain srowth rate, then it may also be said that in the next 20 


vears it we Co not strive hard to improve the economic results and to achieve 
better numic results, our national economy cannot realize a higher speed 
of development and cannot reach the target of quadrupling the output value. 
taising economic results provides the kev to accomplishing the designated 


Case. 

-_ mprovin Tt l results can solve the energy { roblem, Energy 
shortage is currently an important factor in restricting the growth of our 
national economy and will continue to be a restricting factor for sometime 
from now on. ver the past 30 years and more our energy elastic coefficient 
las averayed "L" or over. Taking this coefficient "L"' as a oasis, and if 


by the vear 2000 the gross energy output must be quadrupled, it means that 
coal production then will have to be some 2.4 billion tons. Obviously, 
to procure uch a huge volume of energy will inevitably meet with huge 


ditficulties both in funds and in technology, and, in fact, may not be at 


all pos le. How then should the energy problem be solved? This will 

require it ncurrently with increasing energy output, redoubled efforts 

be made vee the economic results from energy consumption. If, after 
due efforts ire made, by the year 2000 the average per unit energy consumption 
in the manutacturin t products can be reduced by 50 percent, and the elastic 
coefficient be cut down to 0.5, then, under the condition of doubling the 
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Ihe economi development tarvet in the next 20 vears advocated bv the CPC 
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necessar nditio: for accomplishment. tiv do we sav that Ct an be 


irst et > look at the historical developments since the founding of the 
ross output 
va tf our industry and agriculture was 9.2 percent. Excluding the period 


when the srowth rate ft the national economy was especially rapid, between 


R rom 950 to 196) the average annual vrowth rate in the g 


it 
1Y5 ind 198i] the av ye annual growth rate was 8,1 percent. Both of the 
above growth rates were higher than the average annual growth rate of 7.2 
eroent ntemp lated r the next 20 vears. Since the period of the first 
—-vear plan, with the erception of the period of the second 5-vear plan, the 
averavze annual , wth rate of gro yutput value ot industry and agriculture 
ad exceeded 7.2 percent. During the periods of the third 5-year plan and 
the fourth S-vea lan when the "great cultural revolution" was plaving 
lavoc, despite | etbacks suffered, the yrowth rate of the gross output 
val it ) i ivy iture Stiii Ted ied respe tively 9.6 percent 
ind 7.8 t ry i ike , thes igures were slightly "inflated." 
\nd ¢ Wold the | west for a high crowth rate and also to avoid any 
nf laci Ka p ition of the wt te, the C Central Committee, 
foilowin re Investigation and study and based on a scientific forecast, 
is dé ite d t rage annuai vrowt rate ot the gross output value of 
indust: 1522 ture in the next 2 ears to be 7.2 percent. 
O » we t note of the current advantageous conditions for 
the development t national economy. Speaking trom the standpoint of 
political! leolopical iditions, we have now a political situation of 
tabilit un nity w hi ikely to he tained for a prolonged period of 
time. Moreover, ni onstruction | truly become the focal point ot 
Marty and povernment werk, and ‘onomic work is following a correct guiding 


thought an a seri t cuidelines and rolici«e which conform with the actual 
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ro ject - tors; but « t t nd, we refused to spend 

OT. tCralnii f eri! ind Importing 1 Crumencs anc materials. Us n a 

ne thod , tact sees the importance of materials to neglect the importance 

t 1 VY Ot “hard aQre ( eSsilon. Tt ls not eas t< 

anve thi i : tnis Situation is pressing and we cannot but strive 
, _ he ya t 
OW \; ira] Modernization 
How an we tart tthe hinese-type apric tltural modernization. Can we start 
it now his is a point of argument at present. Some people hold that 
since our intry, the collective and peasants are still poor and production 
technoloyvy is backward, it is impossible to carry out the modernization, 

ind that to talk about agricultural modernization at present is nothing but 
an empty word; some other people have said that since our grain production 
is still below standard, we must first of all solve the problem of grain, 

ind modernizati is out of the question; some have said that since we have 


ntrodt i the svstem of contracting responsibilities, we have returned tc 
even further 
from modernization, and therefore there is no way of carrying out moderniza- 
tion; still other people have said that if we are to guarantee grain produc- 
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che jective law. Ad these views merit discussion, 


ion, the view which regards it as impossible to 


lrst ll, Din 
modernize -rriculture because we are poor is a retlection of the old concept 
of mechanization, electrification, irrigation and extending use of chemical 
fertilizers. <A rdiny to this concept, the main content of agricultural 
fer inization but as it is now impossible to realize 

echanization ho in we carry out modernization? It is simplistic to regard 
igricultural mode zation as agricultural mechanization. Some people regard 
mechanization, « fication, irrigation and use of chemical fertilizers 

is the main god: a bstance of modernization, and as a technical strategy; 


this is an Indy ngineering agriculture strategy. Conseacuently these 


tl Oy ror tne geveiopment i agriculture on support from 
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pt he theo ternal cause, and from the point of view of the 
strengt , it is displaving shortcomings and avoiding advantages; 
Fy t if ’ iculture itself, it is attending to trifles to 
the nevlect ent , and from the point of view ot efficiency it is 
vendin ’ ’ y less work. In short, if we stress the importance 
tart with | wcept in realizir agricultural modernization, 
we are foliowing an incorrect method whic! ; contradictory to our nation 
I i ti ° t itd tnl i 3t 1 e 
é nd . me nle have said that ince the grain situation is tight at 
resent odernizati ersified « iomic management 
mnlv when our [ itput has "surpassed t! tandard." According to their 
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we muSt improve operation and coordination between water transport and 
the other modes of transport and between tne various internal departments 
of water transport, improve the comprehensive economic results of the 
transport economy and overcome the man-made separation between different 
departments, between different regions and between different enterprises. 
Since water transport is restricted by natural channels, in many cases, it 
is difficult to realize a through transport. Provided we do a good job in 
cocperation and coordination between water transport and the other modes 
of transport, we will possibly be able to develop advantages and avoid 


Shortcomings. In the last few years, on the one hand, water transport and 
other modes of transport have carried out coordinated water-land transport 
and achieved fairly satisfactory advances and economic results therefrom. 
We must further sum up and spread the experience in this respect. On the 
Other hand, the intluence of diverse factors plus the check of the carrying 
capacity of railwa,s and highways on water transport has seriously affected 
the carrving capacity of water transport itself. In recent years, there 
have been repeated biockups at offshore ports. Besides the uneven arrival 
ot vessels and poor storage capacity of port warehouses, the important 
reason lies in the fact that the carrying potentials of railways and 


highways were hindered. This has brought about serious passivity in the 
deedein: work of ports. Therefore, to strengthen cooperation and coordina- 


tion between water transport and other modes of transport such as railways 
and highways, and to do a good job in their coordinated construction, 
studying and solving the reasons for separating them has become an important 
topic confronting us. The cooperation and coordination in the internal 
departments of water transport should also be strengthened. Water transport 
is organically composed of the various departments, such as harbors, vessels, 
navigation channels and factories. Concentrating on the partial interests 
ot certain departments and enterprises cannot only bring losses to the 
Overall situation but also will ultimately affect the development of various 
departments. The comprehensive results of the water transport economy 
are reflected in a concentrated way in whether or not cargo vessels can use 
the minimum manpower and material consumption to create the maximum freight 
e and freight turnover volume. In order to meet this demand, improving 
the operation and management of the Oe ae departments is an important 

t but it should be coordinated with the various sides concerned. The 


aspec 

operational transport rate of vessels jeveaus, to a great extent, on the 
juality of the building or repairing of ships by factories and the ship- 
repairiny cycle, and the navigation rate depends, to a great extent, on 


the loading and unloading rate of ports. At present the navigation rate 

of China's vessels is relatively low and the reason for this state of 
affairs lies mainly in two things: Both the loading and unloading capacity 
falls short of demand. Of this, lack of berths is the main reason but there 
is also the factor of blindly seeking the economic results of enterprises. 
Some ports demand charges for the dispatch of a section of vessels on the 
one hand and cause extended sailing dates of more vessels on the other 
hand. Seen from a single enterprise, these ports can obtain some economic 
results, but seen from water transport as a whole, the losses are quite 
enormous. Shipping units must create conditions for ports, improve dispatches 
and strive for a harmonious arrival of vessels and, at the same time, 
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ECONOMIC PLANNING 


SUPERIORITY OF PLANNED ECONOMY DISCUSSED 
Guangzhou GUANGZHOU RIBAO in Chinese 30 Dec 82 p 4 


[Article by Guan Qixue [7070 0366 1331]: "Fully Develop the Superiority 
of Planned Economy: |] 


[Text] In the past few years China's economic system has gone through 
initial reforms. Under the prerequisite of unified planning, attention has 
been given to the supplementary role of market regulation. Marked success 

of the reform has promoted the growth of the socialist economy. But because 
people have not yet reached a consensus in their understanding regarding 
planned economy and market regulation, tendencies to weaken or even eliminate 
planned economy have appeared in our economic life. In agriculture, for 
example, some communes and production brigades show unwillingness 

to grow crops assigned to them in state plans. In industry, some enterprises, 
proceeding from their own interests, lopsidedly stress profit and unrealis- 
tically produce more "long-line" products than are called for, thus creating 
great waste and losses. In commodity circulation, there was for a time a 

fad to engage in commercial activities, which adversely affected the arrange- 
ments made under the state plan. In capital construction, unbudgeted funds 
were used, projects were initiated in a chaotic manner and in duplication 
with one another, upsetting the balance of finance, credit and materials. 

The key to solving these problems is to have a correct understanding of 


planned economy. 


Comrade Hu Yaobang pointed out in his report to the 12th Party Congress: 
"China implements a planned economy on the basis of public ownership." This 
brings to light the inherent relationship between a planned economy and 
public ownership. A planned economy is based on public ownership. It comes 
about as an antithesis of capitalist competition and anarchy in production. 
Under the conditions of socialist production, wide social division of labor 
and close ties exist between sectors, and between enterprises within a sector. 
This calls for proportionate development. But because there are different 
systems of ownership of the means of production, the forms for realizing 
proportionate development are different too. In a capitalist society, this 
is achieved through the spontaneous regulation of the law of value, crises, 
and economic unrest. Under the conditions of public ownership of the means 
of production, the system of ownership by the whole people occupies the 
dominant position, and all sectors and enterprises have common fundamental 
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requirements o! a planned economy, the planning management system must 

insist on the principle of integrating the unity and the flexibility of 
planning. The most important thing is to take the whole country into account 
and strengthen centralized leadership. Only in this way can the common 
interests of all !tocalities and sectors be protected, and only in this way 
can human, material and financial resources be allocated and utilized 
rationally, thereby enabling China's economy to develop proportionately 

anu at high speed along the socialist path. Lenin pointed out: "Socialism 
is unthinkable without a planned state organization that can make millions 

of people strictly observe unified criteria in the ; roduction and distribu- 
tion of goods. Ot course, in the Chinese economy ai present, the owner- 
ship of the entire poople plays a dominant role, with diverse ferms of 
economy coexisting under this condition. The development of our productive 
forces is uneven and not yet at a high level, and we are yet unable to 
calculate precisely the complex social demands and the capacity to produce 
Various products. Because of all this, it is necessary, while persisting 

in centralized planning management, to allow it a certain amount of flexibil- 
ity. The three types of management now in use--planning by giving instruc- 
tions, planning by providing guidance, and market regulation--are a concrete 
expressien of the principle of combining unity with flexibility in planning 


management. 


The objective requirements in the development of a socialist economy is to 
implement a planned economy and not a market economy. The reason is 

obvious. To substitute planning management of the economy with a market 
economy and allow the law of value to spontaneously regulate the proportion- 
ite development of the economy will only result in capitalism. Lenin pointed 
out clearly: "As long as market economy exists, as long as the power of 
currency an! capital is preserved, no law in the world can eliminate in- 
equality and exploitation. Exploitation of all kinds can be eliminated only 
through instituting a massive, socialized system of planned economy, and 
turning over the ownership of all land, tactories, and tools to the working 


D 
T) 
D 


class."" It is entirely necessary for China to bring into play the supple- 
mentary role of market regulation while persisting in planned production 

and circulation. This kind of market regulation, however, is fundamentally 
dirterent from a market economy. The reason: the role of market regulation 
is to bring about a proportionate and harmonious development of the economy. 


It is subordinate to the planned economy. The scope of market regulation 
shall be determined by a centralized plan. Market regulation therefore is 


" 


contained within a planned economy. 
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ECONOMIC RESPONSIBILITY SYSTEMS AT DAQING OUTLINED 
ing ZHONGGUO CAIMAO BAO in Chinese 235 Dec 82 p } 


[Local dispatch: '"Daqing Oil Fielu Constantly Improves Economic Responsi- 
bility Systems"] 

[Text] The Daqing Oil Field, focusing on ensuring steady production and 
improving economic results, proceeding from actual situations, and learning 
from Capital Steel, nas achieved good results in perfecting the economic 
responsibility systems. Output for 1982 will register a 2.9% increase over 
1978. The oil f expects to turn over to the state 4.1 billion yuan in 
t 


Oil production has its own unique characteristics. At a certain poirc of 
production, output will begin to decrease. To ensure steady production, 
work load will increase with the years. In this regard, the Daqing Oil 
Field has been paving ¢lose attention to two aspects of work: 1) do every- 
thing possible to prolong the period of steady production and raise final 
recovery sate; 2) adopt measures to increase production and practice economy 
and reduce to optimal extent labor and material consumption, and turn over 


t-4+-~- 


accumulations to the state. They take these two aspects of work as the 


more . 
Starting and ending points tor improving and perfecting the economic 
responsibility systems. 


The work to constantly improve and perfect the economic responsibility 
systems consists of itive aspects: 

l. Vertical responsibility system--Based on the responsibility system the 
Ministry of Petroleum Industry formulated for the Daqing Oil Field, the 
Administration Bureau breaks up the five responsibility targets into 12 
categories to be practiced by the various plants and companies, at the same 
time defining the "five guarantees" methods regarding use of electrici 
capital quotas, labor quotas, energy supplies and materials supplied by 
centrally-managed materials departments, and the supplies of raw materials 
and fuels for oil refinery and the chemical industry. The plants and 
companies further break down the responsibility target nd make them the 
responsibility of the mines, itields and brigades. The targets are again 
broken down at each level to make them finally the responsibility of each 
indivicual. Through this process, the economic responsibility of each level 


+ 


. 
sa 


is determined. 


103 








7 ri tal internal economic contract system -- between the secondar 
producti anit er the Administration Bureau, determine the .elation- 
ip bet. 8B; determine, according to the requirements of production 
and construction pians, and in the form of economic agreements, the respon- 
sibilities ea st ake up; and regularize the inter-economic dealings and 
tne erative relationsnip in productior 
: r ic responsibility system -- Integrate economic targets 
and pr n rkers’ personal responsi sibility system (which includes the 
personal work responsibility system, the system of transition of respon- 
sibilit: ween shifts, inspection system, personal work training systen, 
and team ¢ iomi accounting aveten) and, according to the special charac- 
teristics each work post, formulate different contents, and stipulate 
pecific standards and metnods to assess personal performance for the reward 
of bonuses. Iu this way each individual has his/her om responsibilities. 
ere are Standards for all kinds of work, assessment of all results, bonuses 
yy fines r good or bad performance, thus developing the old personal 
responsibility system into a personal economic responsibility systen. 
4. sta pertormance review and award system -- The Administration 
jréau ‘ids rmulated 367 targets for performance review for the 29 indus- 
trial prod ion units under it. The plants and companies aiso formulated 
ar,ets r reviewing the performance of mines and fields (brigades) and 
grass-roots teams. Pertormance review targets centered around improving 
economic results have been set up for every level of the oil field. After 
tringent reviews, each unit will receive a share of the profit, and 
individuals will receive bonuses. 
ractice compr. .ensive economic accounting -- The oil field practices 
the syst yy unified leadership, multi-level managerent, and three-level 
accounting. he secondary unit is the relatively independent accounting 
init withi: e 1 field, which calculates comprehensive costs of tie unit 
.ccording to internal prices The mines and fields (brigades) calculate 
lirect sts and are responsible for their own profits and losses, The 
rass-roots ! 1 practices economic accounting by the masses. Each team and 
; t has its own economic accountant who carries out strict cost accounting 
cording t« % ir quotas and material consumption quotas. 
f the Daqing Oil Field's five systems, some are fairly well formulated, some 
are still vceing experimented. Practice so far shows that these 


Svsr.ems 


. 
a 
the 
@ 4 ot 
cion, cne¢ K 
> a - «> 
i SLAC 
p 
e404 
. f 
Ue 4‘) 


ga 
right people. 
and 


. 


‘(ar 
wha 


the tasks, entrusted to the oil field by the state, to 


Through clearly defined responsibilities, mutual coopera- 
vision, these systems have guaranteed the completion 
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reimbursed for the whole sum you have spent." This is precisely the real 
portrayal of the "same big pot."' This practice of making no distinction 
between those who ure diligent and those who are lazy has obstructed the 
development of productive forces to the greatest extent. Since 1979 when 

the method of profit-sharing was introduced, the enterprises have already had 

a greater portion of power to handle money matters and more financial resources 
at treir disposal. Compared witl the system of all profits or losses being 
Nandied by the state in a unified way uncer which "everybody eats from the same 
pig pot,’ this method has advanced a step further in this respect. But seen 
from the requirements for instituting a perfect economic responsibility system 
in the enterprises, it has not fundamentally broken through the system of 
"everybody eats from the same big pot." This is because under the systen of 
profitsharing, it an enterprise yields profits, it will have a share of the 
realized protits; if it yields fewer profits, it will simply have a smaller 
share of the realized prcefits or will have the share as usual by means of 
"readiusting' the planned profit targets and the like. If an enterprise is 
operated at a loss, it will not shoulder proper econom’c responsibility and 
therefore the real pressure an enterprise has to bear is insignificant, and 

the enterprise's responsibility, authority and benefit are far from being closely 
integrated, It can be said that the implementatior of the economic responsi- 
bility clearly defined according to law is one of the basic problems which 
state-run enterprises have not all along satisfactorily solved. 


By comparison, the implementation of the practice of "substituting taxes for 
delivery of profits" ard of assuming sole responsibilities for one's own profit 
or loss is corducive to the institution of an economic responsibility system 
designated to perfect the enterprises, helps the enterprises really become 
independent economic bodies and close!y integrate the responsibility, 


— 


relatively, 
authori.y and benefit of enterprises. Seen from the experience gained in the 
experimental work, its main manifestations are as follows: 1) the profits 
realized by the enterprises are handed over to the state in the form of taxes. 
The tax is more serious and stable than the proportion of profitsharing ard it 
will not, under normal circumstances, be adjusted. This carnot only ensure 

the state's revenues but also overcome the drawback that an enterprise contracts 
for state task assignments but accomplishes nothing, that is, assumes sole 
responsibilities only for its prcfits but not its loss; 2) with the expansion 

of production and the improvement of operatior and production, the financial 
resources at the disposal of the enterprises will steadily increase and the 
enterprises wili be allowed to arrange their prcduction and operation more 
independent!y in accordance with the requirements of the macroeconomic decisions 
and market demands. In particular, they are encouraged to draw up a longer term 
plan for tne development of enterprises. All this will thus contribute to the 
further [words indistinct]; 3) the economic interests of the enterprises ard tte 
staff members and workers are directly linked to the quality of the operation 

of the enterprises. This car promote the enterprises to improve their operaticn 
and management and raise their economic results. With the introduction of assum- 
ing sole responsibility for their prcfit or loss with taxes being paid, the 
responsibilities of the enterprises have become clearer and more definite. The 


enterprises are thus held responsible for all dangers resulting from their poor 
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profits, the enterprises of various types and at varicus levels, regardiess 
yf the former affiliated relationship, must hand in the same amounts of taxes 
he central authorities and locel authorities where they are located and 
alrill their obligations as usual. This will enable the enterprises to free 
themselves from the shackles of the departments and regions at di.ferent levels 


and promote the socialization and specialization of productior and economic 


Can the sole form ot delivery of taxes which the state practices among state-run 
enterprises in the distribution of their income change the nature of the enter- 
prises being under the system of ownership by the whole people? Some comrades 
regard taxes and prcfits as two things of a different nature and hold that taxes 
mean that the state wields political power to have a hand in the distribution of 
income of enterprises and profits means that the state, in the capacity of an 
investor, participates in the distribution of incom: of enterprises. In fact, 

as to whether profits or taxes are a formation of the surplus products with which 
the enterprise staff memters and workers provide the society, seen from this 
angle, there is no essential distinction between the two. The replacement of 
de'‘very of profits of state-run enterprises with payment of taxes is only a 
change in the form of state accumulation funds. It cannot change the nature of 
the enterprises being under the system of ownership by the whole people. This 
is the same as the situation in which the present widespread implementation of 
the svstem of contracted responsibilities with payment linked to output in the 
rural areas cannot change the nature of the agricultural cooperative economy. 

In the past, the method of state-run enterprises handing over profits to the 
state was based on such a concept: a state-run enterprise is invested in and 
run by the state. All its fixed assets and circulating funds are owned by the 
State. Therefore, the prcducts it produces should be brought into line with 
State planning and unified distribution and the funds it accumulates should be 
handed over to the state and put under the unified arrangement and allocation 

of state financial departments. An enterprise should report its needs, whether 
for simple reproduction or for expanded reproduction, to the higher responsible 
departments level after level up and after its needs are approved and brought 
into line with state plans, the enterprises will get the approved state alloca- 
tions. This method was copied from a foreign country in the 1950's rather than 
being our own invention and creation. It seems now that it was also the 
continuation of the supply system which was practiced during the war years. 
Experience has proved tnat this method under which the interests of the state, 
the collective and the individual were mutually disjointed had no superiority 
but already full. revealed its own drawbacks. With the adoption of "substitut- 
ing taxes for delivery of profits," the means of prodtction of state-run 
enterprises are still owned by the state and the enterprises are not entitled 

to transfer the possession of such means of producticn at will; the major 
products of enterprises are directly or indirectly placed at the disposal of 

the state; the principal leacing members of the enterprises are appointed by 

the state or subject to its approval; anc the ownership of the increased financial 
resources after the reduction of the payment of taxes still belongs to the state. 
Such being the case, there will be no essential change whatsoever arising there- 
from in the nature of ownership of state-run enterprises. 

Carn the practice of "substituting taxes for delivery of profits" bring about 
decentralized use of financial resources and affect the key state development 
projects? We must pay attention to this questica and in particular attach 
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momic results. in the days to ccme, we must slrengthen our sense oF legality 


nd act according to the tax law and in coordination with other policy measures. 


We can thus check every form otf tax evasion to a preater extent through 

examininy the cost accounting of the enterprises. therefore, gvenerally speaking, 
the practice of "substituting taxes for delivery of profits" is conducive to 

the state's measur: for |word indistinct] and accumulating funds but not an 


act to use funds in a decentralized way and to affect the accumulation of funds. 


With the adoption of "substituting taxes for delivery of profits," the financial 
resources at the disposal of the enterprises are increasing year after year. 

Can this cause blind production and the construction of redundant projects? 

[In the course of carrying out the reform of the economic system and granting 

the localities and enterprises more power to handle money matters, there did 
emerge blindness in preduction and duplication in construction but we must 

not put the blame entirely on the structural reform itself. The question of 
blind production and the construction of redundant projects existed long ago 
before the reform of tii economic system. Of course, in the course of the 
reform, because our management planning work lagged far behind and the role of 
economic levers failed to be brought into fuller play, this has made the 
question in this respect more pronounced. With the perfection of the economic 
responsibility svstem and the further revitalization of the economy, in the: 
coming period, on the basis of the increased production and revenue, the total 
amount of the financial resources at the disposal of the enterprises will surely 
increase year by vear and new imbalances will also emerge in the financial 
resources at tle disposal of the different trades and different enterprises. 
This is an inexorable trend. In order to fundamentally solve the problem of 
blind production and the construction of redundant projects, what counts is, 

not to impose rigid controls on the enterprises but, on the basis of improved 
economic information and economic forecasts, to strengthen the management 
planning and overall balance, break through all forms of the administrative 
and management system, such as the "system of ownership by the department,” 
"system of ownership by the locality" and the form of “big and complete" or 
“small but complete” factories. Whct also counts is to offer guidance to and 
exercise control over blind production and construction of redundant projects 
and make use of economic levers to guide the investment orientation of enter- 
prises so that the enterprises can really use their morey in the renovation 

and transformation of their fixed assets and the construction projects urgently 


the 


needed by the state. 


Fundamentally speaking, the reason for blindness in production and duplication 
in construction does not lie in the amount of financial resovrces of the enter- 
prises themselves. The adoption of "substituting taxes for delivery of 
profits" is precisely conducive to overcoming blind production and the construc- 
tion of redundant projects. For example, through the rewards and limitatior 
measures of levying taxes, the method of levying a certain proportion of con- 
struction tax, investment tax on the newly undertaken construction projects or 
collecting funds for the construction of cnergy and transport projects in 
different trades and different products in coordination with other policies 

can restrict the enterprises from undertaking capital construction projects in 
an arbitrary and unplaneed way. This will contribute to curtailing the front- 
line of capital corstruction and to ensuring the completion of key development 


projects. 


110 














In addition, wit tne resent a DtLo - r 
profits,’ tow car we make preparat r ax Ling 
t , t 
graded financial svstem under which revenu are divic : r 
categories ot taxes? 
[The practice of "substituting taxes for delivery o rotit - 
reform of the tax svstem itself but a: in act 1K t repar 
further reform of the financial systen erefore, in design t 
iferorles f taxes, consideration s lg De given St : 
divide tuxes among the financial departments at riot it 
first step of "substituting taxes x deliver rofits, 
given exclusively to the institution of an additional income tax, 
will emerge. It is, to which grade should this tax be classitfie 
Should the categories of taxes be divide therefore, on ¢ r 
rerorming the current iinancial system at present, C 
also allowed to carry out a method of handing in | 
where they are located as one of t financial r Urces tor i 
expenditures. At present, in China there are | than lars 
industrial ovtput value and revenues constitute over 70 percert of 
national figure. The lJorg-starding disproportions in the nationa 
protlems existing in the construction of the localities and in r 
the construction of the cities not adapting to the tasks wii tk 
should undertake meant the phenomena of an accessive load for the 


went unsolved for a 


> } ; . . P 
t cities, Ct 


institution 


long time. 
mainly is 
e? e4 leap - _ } 

wc a l rm Y zg! asp tne 


enterprises have fixed income 


If 


~ $ 
Oi 


the e 
tradiction wii! 


ie) 


- 


resources 


imd ente ry rises 
a 
ind 


Wa tcshi 
COMnOMY 
Necome Mm 


rom On 
cribed prioriti 


in WwW 


taxes If 


and pres 


Fa ee en | 
Udi 


this will be of geeat help to doing a good job in the construct 
localities in a planned way and giving pilav to the role of the 
Having relatively definite loca] taxes plus levving income is .¢ 


future gradual trans 

are divided 

nt system has tor quite 

of the total 

at vari levels 

the 
tiie 


revenues 
manageme 
distribution 
departments 

comprehensive study 
thre sibilities of 


< 


respon 


volume 
an 


‘tion to the graded | 
according to the cat 


some 


A 
iu 


chenne Ls 
financi 


» OF 


‘ . 1 : 
Fruanciai managerent s 

eVOorTr . ¢ | ‘ { } ; 

&\ * sat > L ~ De vila 


a 
4 


es 


ai 


ion 


LEV 


time laid particular emphasi 
a * c * ) . ) My + ‘ + 
revenue and expenditure of the 
. 7 } 
has been lac rf a meticul 


there 


é ) 


al 


i revenue, the limits of expe 
departments at various level 


what the leeders of the localities at various leveis and the finan 
ments are concerned with is to take a greater interest in whether 
total volume of their fund reserve for emergency use ard normal e 
are affected. they take no interest in how to divide rtain reve 
expenditure and in its effect on the economy. his svstem is detr 
bringing into full play the initiative of the localities and str 
sense of responsibility of tke localities for the development of 
undertakings. In order to help the localities to have definit 
income resources anc to arrarge the development of their economic 
undertakings in ways suited to local conditions, we are required ¢t 
limits cf reverue and expenditure the financi departments at 
in a legal form, With the implementati f "Substituting taxe 


of profits,’ 


revenues depeid mainly 


Oii t ixes ’ 


11 


eCNnSUutT 


0) 


— 


og 





* 
t 
v — 
>. : 
- ) . 
‘ + 
+ 
’ 
j € 
+ 
‘ 
4 - 
, ' yi 
se - - 


+ 
ae » Liie 
r 
Lciiy 
-- 
| 
> 4 s t ) hs Y 
u » i7& i 
7) r «4 
du] 
+ . tha 
L LHe 
+ a 
, adit at, 
> . 
> 
> 
4 cS. 
* . + P 
ive f LIC 
, ; 
4% Y vv i i! 
A 


t ire 
- + 
ie? X T¢ . 
’ | 
-+ 
ta Lit are> 
C Line 
vy 
; 
a 
' 
I ie 
ra . 
ri 4 
; ? ] 
P| CUrdal 
7 ? ‘ 
; 
r levels 
if lvery 





entral tax, boca tax and the taxes shared bv the central] and local authorities 
re alread. divided, the prerequisite for the graded management in finance will 
} rief, tie practice tor state-run enterprises to substitute taxes tor 


eliver’ of profits is a major retorm of the relationship of distribution petween 


Chie f ind the enterprises and between the centra! authorities and the 
' ] } T . _ | - ¢ “7, 7 } YT +7 > 
j it vari > LleVeiS. In the course of the reform of the economic 
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; Cem, me eastern European countries took the road ot Suostitr.tinyg taxes 
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f protits." While using the experience of other countries for 
reference, we must turther unify our thinking, carry out thorough study and 
exploration. We must try our best to draw up an effective and feasible plan of 


“substitct taxes for delivery of profits" as soon as possible in accordance 


with the characteristics of our economic system and the overall requirements 
f the retorm of the economic system and on tke basis of summing up the 
experience of our previous experiments. 
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FINANCE ANI) BANKIN 


"GCUANCMING RIBAO' ON METHODS OF AMASSING FUNDS 
(220733 Bei jing GUANGMING RIBAO in Chinese 6 Feb 83 p 3 


[Article by Li Hai [2621 3189] and Wang Chengyao [5769 6134 1031): 


‘ ‘ 


Amass Funds ?"--passages within slantlines published in boldface] 


[Text] According to the 12th CPC National Corgress, the state must 
needed funds or key development projects in their order of importance 
fo to concentrate funds? In view of the present actual 
following 


Then, what should 


situation in our country, it is of great importance to tackle 
problems properly, 


Wwe ¢ 


the 


Ls ‘Correctly handling the relationship between ecunomic construction 


people's livelihood, earnestly curbing the excessive intlation of consumption 
funds./ From 1979 to 1981, the state had properly readjusted the proportion 
between accumulation and consumption in order to raise tte people's standard 
of living in the rural and urban areas. The consumption funds which had 
benetitted people of the country during the 3 vears amounted to 140 
yuan or so. In line with the principle guiding economic work--"first, feed the 
people and second, build the country'’--henceforth, whether in town or country, 
living standards can rise only bv raising labor productivity and increasing 
producticn, and not by reducing the state revenues and cutting into tunds indis- 
pensable to national construction. For this purpose, we must keep consumption 
funds under cortrol to some extent and prevent further inflation exerting every 
incr 


’ 
faxen as 


effort to de ve lop production and improve economic resuits in order 


- 


national income as quickly as possible. Therefore, measures mus! 


follows. First, readjust the purchasing prices of farm products and put a stop 
to the wrony doitiys in scme places of lowering the fixed quotas of state purchases, 


‘kt 


raising the prices of farm products in excess of fixed quotas of state purchass 


and enlarging the scope of negotiated prices. This will heJp cut down 


financial subsidies. Second, tighten contrcl over the increasing sum 
wages ard curb the mishandling and handing out of bonuses, allowances 
sidies without regard to the consequences. Meanwhile, sustained etforts 
be made to cut back all administrative expenses and keep purchasing 


socia] grouys under control. 


concentrate 


and 


ana 


billion 


¢ 


Ol 


ard 


power! 


. /Correctly handling the relationship between the state and enterprises 


making further efforts to perfect the distribution system of income 


government-run enterprises in order tc retain more profits such as 


enterprises’ funds, the system of retaining partial profits, the syst 


responsibility for profits and losses and the svstem of retaini 
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of 


run enterprises./ From 1979 to 1981, we had practiced different svstems 


government- 


SVS 








enterprises which are excluded from the state budgetary plans. As a result, 
2 total of more then 2.8 billion yuan of profits had been retained by enter- 
4 


-d 
prises during the 3 vears. This made profits which are retained by enterprises 
over their overall profits rise from 5 percent in 1978 to 23.7 in 1981, an 
increase of more than 470 percent within 3 vears. Such an increase is obviously 
on the high side in line with the present economic structure of our country, 

the average national] income, the profit-making level of enterprises and their 
management leveJ. In addition, enterprises may even make use of loopholes in 
these systems to retain more profits under loose supervision, thus affecting 
regular state revenues. In order to change such a situation anc pool funds, 
the current distribution system of revenue in state enterprises must be reformed; 
this is, the form of laying equal stress on both the delivering of profits and 
of taxes must be replaced by the form of placing stress on payment 
of taxes. At present, the system of replacing the delivery of profits by the 
payment of taxes should be enforced in small state enterprises. But, in view 
certain practical problems, the large and medium-sized state enterprises 

forr of both delivering profits and paying taxes, but should 

give first place to the payment of taxes. Meanwhile, it is necessary to appro- 
readjust the proportion of profits retained by enterprises, improve the 
enterprise existing systems and methods of retaining profits, resume and add 
more new tax items and properly readjust the tax rate of highly profitable 
commodities. In short, in the distribution of enterprises’ profits, we must 

in the principle of more to the state and less to enterprises. 


the paiment 


Ol 


must adopt the 


priatel: 


persist 


3, /Properly handling the relationship between the central and loca) authorities 
wind further improving the different graded managerial svstems in financial] 
iffairs./ In order to strengthen the capacity of the central authorities for 
arranging production and construction in an all-round way ance to change the 
present situation in which the central authorities are borrowing morey or raising 
funds from the local authorities, appropriate measures must be taken to increase 
state revenues. To this end, it is necessary to readjust the fixed quotas of 
support by the local to the central authorities and the proportion of 
revenue submitted by the local tc the central authorities in accordance with 

the principle of integrating decisionmaking and financial power anc the amount 
central authorities have borrowed from the local authorities 
over the past 2 vears. In addition, one could consider returning some large 
(the power of whose management was transferred from the central to 


= 


finarcla, 


if monev which the 


enterprises 
the local authorities) to the direct management of the central authorities. 

One might also consider delivering all the tax revenue of some commodities with 
high tax rate to the central authorities so as to increase revenue to the state. 
Meanwhile, in order to properly handle the relationship between the central and 
local authorities in distribution of revenue, one might also consider sharing 

a certain amount of the profits of enterprises directly under the central] 
authorities and the central tax revenue to the loca) authorities so as to arouse 
their enthusiasm. When tax revenue becomes the basic means of financial income 
may classify grades of financial income by categories of taxes 


in the future, we 
local authorities will have reliable sources 


so thet both the central and the 


oft revenue. 
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FINANCE AND BANKING 


BRIEFS 
NEI MONGGOL SAVINGS DEPOSITS--Savings deposits in rural and pastoral areas of 
tte Nei Monggol Autcnomous Region increased by a large margin. According to 
Statistics, savings deposits in the region in 1982 showed an increase of 
130.57 million yuan, or 47 percent over 1981. [SK200502 Hohhot Nei Monggol 
Regional Service in Mandarin 1100 GMT 14 Feb 83 SK] 


CSO; 006/325 


116 








INDUSTRY 


BRIEFS 


GANSU MACHINE BUILDING—All machine-building enterprises in Gansu Province 
implemented the economic responsibility system last year, resulting in quickly 
turning losses into profits. Their output value last year was some 414.6 
million yuan, 11.9 percent more than in 1981. They fulfilled their quotas 

for submitting profits to the state 50 days ahead of schedule. In 1981, half 
of the machine-building enterprises incurred losses. The profits of the 
machine-building enterprises in 1982 were 31.3 percent more than in 1981 

and the amount of losses in 1982 was 5.32 million yuan less than in 1981. 
[Text] [Lanzhou Gansu Provincial Service in Mandarin 1125 GMT 27 Feb 83 HK] 


XINJIANG TECHNICAL TRANSFORMATION--To promote technical improvement in 
industrial and communication enterprises, the Xinjiang region will carry 
out technical transformation in 22 key enterprises. The region will invest 
a total of 263 million yuan this year in technical transformation, of which 
about one-ha’f will be run and arranged directly by the region. The funds 
will be utilized according to the principle of technical progress and 
centering on raising economic results. The emphasis of the technical trans- 
formation will be laid on saving energy and raw materials, on improving the 
structure of products, on upgrading the quality of products, and on raising 
the capability of producing urgently needed products. A total of 90 items 
are targeted for technical transformation. Among the 22 enterprises in 
which technical transformation will be carried out, the key ones are: 
Xinjiang 1 August steel and iron plant, Xinjiang Hongxin mechanical spare 
parts plant, Changji general electrical machinery plant, Regional Vehicle 
Transportation General Corporation, Yili woolen mill and Hetian silk plant. 
After the technical transformations have been carried out in the 90 items, 
the total output value will be increased by 200 million yuan yearly and 

tax and profits will be increased by 53 million yuan per annum. [Urumqi 
Xinjiang Regional Service in Mandarin 1300 GMT 14 Feb 83 HK] 


SHAANXI PETROCHEMICAL INDUSTRIAL FIGURES--Shaanxi Provincial Petrochemical 
Bureau promoted production through helping key enterprises to satisfactorily 
carry out enterprise consolidation. In 1982, the tota] output value of the 
province's petrochemical industry exceeded the planned target by 13.5 percent. 
rhe level of production set a new record. The profits handed over to the 
state jumped by more than 300 percent over the vear before. Last year, the 
industry conserved 47,000 tons of coal, 840,000 kwh of electricity and 
3,000 tons of oii. The quality of many goods was improved. [Xian Shaanxi 
Previncial Service in Mandarin 1130 GMT 26 Jan 83 HK] 
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CONS TRUCTIO} 


PRIVATE HOUSES RETURNED TO SOME GUANGDONG OWNERS 
Guangdong YANGCHENG WANBAO in Chinese 10 Jan 83 p l 


[Local dispatch by Zhu Guangquan and Luo Wenjin [4281 0342 2938, 5012 2429 
6930}: "More Than Half of the Problems Left Over from Transformation of 
Private Houses Have Been Settled in Guangdong Province") 


[Text] By the end of last year, 8258 homeowners had recovered ownership 
of their houses, which had been wrongly taken away from them. The accounts 
for 52 percent of all houses that should be returned. 


The Guangdong People’s Government recently issued ancther notice calling on 
relevant authorities to resolutely implement the state's policy on house 
property and satisfactorily handle problems left over from the transform- 
tion of private houses, working hard to complete the work before July this 
year. 


In 1958, when carrying out socialist transformation of private houses for 
rent, 75 counties and municipalities in Guangdong province lowered the 
starting point of transformation, enlarged the scope of transformation, and 
erroneously transformed over 15,900 private houses, with a total area oi 120 
million square meters. They provided no or not enough living space to the 
homeowners, transforming 400,000 more square meters of private houses than 


called for. ; 


On April 8, 1981, the provincial people's government issued a iotice requiring 
that the counties and municipalities conscientiously settle the problems 

left over from the transformation of private houses. The majority localities 
attached great importance to the work and set up special groups to 
investigate and handle the problem. Private houses already transformed but 
found not to meet the provincial stipulations on transformation should have 
the transformation rescinded and the houses returned to the owners. In 

cases where houses were rented out by the owners of their own accord before 
transformation, the houses should be returned to the owners but the right 

to use is not. The present tenants will continue to rent the houses but will 
sign new contracts. In cases where houses were inhabited by the owners before 
transformation, both ownership and the right to use should be returned to the 
owners. seturning the right to use is handled according to the principle 
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of “whoever is using the house shall vacate it." in cases where no living 
Space or not enough space was provided tor the owners and where owners are 
still living at the localities of the houses, more space of their houses 
Shall be provided for them according to the number of their family members 
at the time of transformation. As for overseas Chinese and compatriots 
from Hong Kong, Macao and Taiwan who were not provided with living space at 
the time of transformation and who up to now have not moved back to settle 
in tne localities of the houses, space will be provided at the authorities' 


discretion. 


Progress ot the work has not been even. The Zhaoqing and Foshan regions and 
the city of Shenzhen made rapid progress. Work has been completed in the 

ten counties and municipalities of Fengshun, Puning, Raoping, Sanshui, 
Huilai, Maoming, Lianjiang, Anding, Tunchang, and Wuchuan. Nothing has been 
dene in the cities of Guangzhou and Shaoquan and the five counties of Lufeng, 
Jieyang, Chaoyang, Longchuan and Conghua. 


9924 
CSO: 4066/201 


120 











CONSTRUCTION 


BRIEFS 


TIANJIN QUALITY-CONTROL ASSOCIATION--The inaugural meeting of China's building 
construction quality control association was held in Tianjin on 22 February. 
This association is a mass grcup specially engaging in researching and applying 
the theories of building construction quality control. Its main task is to 
conduct theoretical research and academic exchanges in a planned manner, center- 
ing cn building construction quality-control work, to popularize knowledge on 
quality control and strengthen the research and appliance of economic and 
managerial sciences. Song Ligang, secretarv general of China's quality cortrol 
association, and Li Ruihuan, mayor of Tianjin, attended the inaugural meeting. 
[Tianjin City Service in Mandarin 0030 GMT 23 Feb 83 SK] 
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DOMESTIC TRADE 


"SICHANG BAO' URGES REVERSAL OF VERDICT ON TRADING 
HK2 31155 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 22 Feb 83 


[SICHANG BAO editorial: "Is It a Right or Wrong Verdict?"] 


{Excerpts] Peasants (Zhang Jintian) and (Chai Yun) arranged for the transporta- 
tion of a consignment of chemical fiber cloth for the (Fengying) storehouse. 

All their goods were confiscated by the industrial and commercial control 
department of Shengiu County. They themselves were sentenced to 8 and 6 years 
in prison, respectively. This matter has aroused strcng reaction locally. 

This newspaper has published the full story so that everyone can judge whether 
or not this is a wrong verdict. This is a matter of great importance. We 
especially hope that this will arouse the attention of the department concerned 
so that a correct soluticn can be quickly obtained. 


According to regulations, collective and individual traders must register with 
the relevant industrial and commercial control department ard obtain proper 
licenses, paying taxes to the state. In the past, quite a large numter of 
traders and peasants did not observe such regulations. Education for them must 
be strengthened. They must be made to complete the necessary formalities which 
have been neglected. Where necessary, they must be held responsible fcr back 
taxes. But those traders an¢ peasants involved in proper business operations, 
with issued permits or nct, cannot be trounced as speculators and profiteers. 
Still less car they be treated in the same way as dcne by the relevant department 
of Shengiu County, which passed heavy sentences on people and sent them to 
priscn. The rules on whick the relevant departmert of Shenqiu County based 

its conviction of the peasants involved in trading are rules of former days. 


Whether or nct these rules can justify the heavy sentences, we must point out 

that some of the former rules have become incompatible with the new situction. 
Their continuous implementation does not help revitalize the economy. Therefore, 
many leadership departments are sorting out previous documents. It is considered 
that all regulations, decrees and measures that interfere with economic develop- 
be abolished or revised. Regulations can be corrected. Should cases 


ment must 
previous regulatiors not be tried again? 


- 
judged on the basis of 


Concerning the cause of (Zhang Jintian) and (Chai Yun), the local masses consider 
that it has been judged wrongly. Why should the relevant department stick to its 
own view? The conviction of just two people has an impact on a wide area. If a 
mistake has beer made in such an important matter, a correction should be made 
consciously. The quicker such a correction is made, the greater the healthy 


effect on enlivening the economy. 
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DOMESTIC TRADE 


BRIEFS 


JILIN TRADE FAIR ACHIEVEMENTS-—-As of now, the number of trade fairs in both 
urban and rura] areas throughout the province has reached 682, an increase of 
more than 100 trade fairs over the 1982 figure. The volume of business in 1982 
was 435 million yuan, a 22.3 percent increase over the 1981 figure. [Changchun 
Jilin Provincial Service in Mandarin 2200 GMT 15 Feb 83 SK] 


SHAANXI COMMERCE TELFPHONE CONFERENCF--On the evening of 9 February, the Shaanxi 
Provincial People's Goverrment held a telephone conference, demanding that all 
commercial wcrkers throughout the province step up implementing the system of 
contracted responsibilities in doing business and speed up reform of commerce. 
Jiang Yi, provincial CPC committee secretary and vice governor, presided over 
the conference. Vice Governor (Liu Bangxuar.) spoke. Bv the end of 1982, the 
independent accounting enterprises of the commercial, grain and supply and 
marketing departments throughout the province accounted for 22.2 percent of the 
total number of the accounting units. Compared with other places, the reform 
of commerce in the province is obviously slow. The reason is that under the 
influence of leftist ideology, some leacing comrades in commercial work fail to 
understand the importance of reforming commerce. The conference demanded that 
all comrades in commercial work further study and understand the spirit of 
central leading comrades' series of instructions on reform, unswervingly stand 
in the frontline and serve as promoters of reform so as to make a big break- 
through this year. In the first half of this year, the catering and service 
trades must step up implementing the system of contracted responsibilities. 
Before the end of June, some 50 percent of enterprises throughout the province 
must carry out reform and by the erd of this year, all of them must have done 
so. [Xian Shaanxi Provincial Service in Mandarin 0500 GMT 11 Feb 83 HK] 


QINGHAI TEXTILE DECISION--The provincial textile operational work conference now 
under way in Xining has decided thet all licensed collective ard individual 
trading establishmerts may apply for the free sales of blended cotton cloth 

and other textiles of chemical fiber. This decision will give scope to the 
strong point of the urban and rural collective and individual trading establish- 
ments of selling commodities in streets and Janes ard the grassroots level. 
[Text] [HKO11408 Xining Qinghai Provincial Service in Mandarin 1100 GMT 

28 Feb 83 HK] 
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FOREIGN TRADE 


BRIEFS 


INTERNATION/.L SHIPPING AGFENT--Beijing, 23 Feb (XINHUA)--The Ministry of Foreign 
Economic Relations and Trade and the Civil Aviation Administration of China [CAAC] 
recently agreed that CAAC's international shipping business will be handled fror 
now on by its agent--the China National] Fereign Trade Transportation Corporaticn 
under the Ministry of Foreign Economic velatiors and Trade--and that the 
corporation and its local branches will handle the supply of import-expcrt goods 
for the CAAC for shipment. China's import-export goods are mainly handled by 
sea and land transportation. In recent years, however, an increasing amount of 
express as well as precision instruments, precious goods and fresh and living 
commodities are being shipped by air. In 1982 over 6,300 dun [figure as 
received] of import-export goods were handled by the China National Foreign 
Trace Transportation Corporation for air shipment. Air shipment has gradually 
assumed an important role in the nation's import and export trade. In the past, 
relations between the CAAC and the China Nationél Foreign Trade Transportation 
Corporation were not clearly defined, and the owners of cargoes often complained 
about their disorganized service. Now, with the corporation serving as the 
CAAC's agent, such problems can be settled more easily. Both the CAAC and the 
corporation have also agreed that, from now on, they will exert common efforts 
to improve their efficiency and service. [Zhuang Kaixun] [Text] [0W250504 
Beijing XINHUA Domestic Service in Chinese 0721 GMT 23 Feb 83] 
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LABOk AND WAGES 


COAL MINISTRY INTEGRATES POLITICAL, ECONOMIC WORK 


HK250352 Beijing JINGJI RIBAO in Chinese 13 Jan 83 p ] 


[Report: "Persistently Integrate Political and Economic Work; Ministrv of Coal 
” 


Industry Commended by Leading Central Comrades for Tackling Three Tthings’-- 
passages within slantlines published in boldtace! 


[Text] How will the party's line, principles and policies become conscious 
actions of 4,600,000 cadres and workers of coal enterprises? On this question, 
the Ministry of Coal Industry, persistently integrating politic2l1 work witt 
economic work, first paid attention to changing the work style of leading cadres 
and made greet efforts to tackle three things--the protlem of miners leaving 
coal shaft work, more bonus for cadres and cadres’ participation in physica] 
labor. The three things, which all hit vital points, caused a strong reaction 
among cadres ard workers and gave great impetus to the development of coal 
production. Consequently, gross output of coal in 1981 began to rise from a 
base figure of 620 millior tors and the output in 1982 broke all-time records 
of tulfilling the annual plan 10 days in advance. The experiences of the 
Ministry of Coal Industry were commended by leading central comrades. 


/rirst, solve the problem of miners leaving the coa) shafts./ This is a knotty 
problem of long standing in the local mines. Taking the example of the 
Kangcheng coal mine in Hebei Province, in 1978 about 1,000 shaft miners were 
recruited, but there was still a shortage of more than 60 coal shaft diggers. 
The crux of the prcblem lies in the fact that some leading cadres, making use 
of their position and power, transferred their children and relatives frcem 

coal shafts to other posts. This unhealthy trend chilled the enthusiasm of 
tther miners worting in the shafts and also affected the output of coal produc- 
tion. Beginning from September 1981, the Ministry of Coal Industrv wrote open 
letters four successive times to leading cadres at all levels in this mine, 
calling on them to clearly make known their attituce toward the probiem and 
sent back their children and relatives to coal shafts within a set time. T 
open letters also praised some advanced units ard criticized some units by 
name. In addition, the ietters demanded that measures be taken to contrcl the 
number of the miners working in shafts, and stressed that all those who had 
been transferred from coal shafts and refused to return would be dismissed, no 
matter who they were. Through over one-half year's efforts, this knotty 


ic 


problem was mainly solved. 
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/Second, take the solving of the problem of cadres talking too mucr bonus as 


the point of departure to check the unhealthy trend of indiscriminately giving 
jonetary awards to ordinary workers./ The source of the problem of indis- 
ately giving moretary awards to ordinary workers lay with the fact that 
cadres were the tirst to take too much bonus. On the No 10 coal mine in 
Pingdingsnan, each cadre got about 1,000 yuan bonus, which was equivalent 

l4-months’ average wages of an ordinar, worker, even when the mine's coal 
wtpuet dropped by a big margin, compared with that of previous years. For this 
problem, the Coal Ministry twice sent a work team to the mine in order to 
conduct on-the-spot investigations. Based on certified facts, the Ministry of 
Coal Industry imposed disciplinary punishment or the mine and issued a nation- 
wide circular to call attention to the problem. Furthermore, the ministry also 
tackled the problem of leading cadres' privileges in the No 6 coal mine in 
Pingdingshan and the Xinglong Coal Mine in Hebei Province. Solutior to these 
problems evoked wide repercussion amorg cadres and workers. 
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‘Third, institute a system of cadres' participation in physical labor./ In 
accordance with the instructions by Comrade Hu Yaobang, the Ministry of Coal] 
Industry, after making study and investigation, made a "decision on the necessity 
of leading cadres at all levels to work in a workplace for a specified period of 
time." Tie decision made clear the age of leading cadres to participate in 
phys.cal labor, the places of work, the number of work days and the time to be 
spent in coal shatts. The decision has been seriously carried out by most 
ministers, vice-ministers and leading cadres at the grassroots leveis. The 
cadres’ participation in physica] labor not only has built closer relaticns 
between cadres and the masses, but a]so has helped leading cadres at all levels 
to improve their work style. 


_ ; . 
CSO: GO05/ 329 
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LABOR AND WAGES 


JISCUSSTON ON CO TRACT WORKER SYSTEM 


“wT 9) Tal} 
’ & 


HK231204 Changsha Hunan Provincial Service in Mandarin 1100 GMT 22 Feb 


("Short™ commentary: "Employment System of Enterprises Should Be Graduaily 
Reformed" | 


[Text] The Changde Cigarette Factory has employed a large number of contract 
workers. These workers" labor productivity is 50 percent higher than that of 
permanent workers. This fact shows the superiority of the lator contract 
system, And the successful experience of the factory merits being used by 
other enterprises for reference. 


In respect to the employment system, we have adopted a unitary system of 
permanent workers for many years. One of the remarkable shortcomings of such 
an employment system is that a person owns an irom rice bowl once he is 
employed as a regular workers. He will regularly receive his salary whether 
he tries to improve his technique or not and whether he is doing a good job 
or not. This life tenure form of the employment system spoils our workers‘ 
ambition and encourages them to drift along aimlessly, thus bringing abcut 
overstaffing and low productivity in enterprises. 


ihe contract worker system is exactly contrary to the permanent worker system. 
In the torm of a contract, the system clearly defines the duties, power ard 
interests of the enterprises and the laborer. Employers may select laborers 
according to the needs of production and work, wiile contract workers may choose 
their own careers as well, according to their specialties, and take or quit 

a job on their own. Above all, a contract worker does not own an iron rice 
bowl ard he is liatle to be dismissed if he fails to meet the requirements. 

This will push a contract worker to conscientiously observe labor discipline 
and to try his best to leam techniques, and thus get rid of the shortcoming 

ff the iron rice bowl svstem and help an enterprise to enhance labor productivi' 
ind improve the economic results. 


fhe central authorities have already declared that the labor system of contract 
workers can be popularized. However, a new matter always bears one defect or 
another. We must constantly sum up experiences in practice and be determined 
in popularizing the svstem step by step. 


CSO: 4006 / 325 








LABOR AND WAGES 


"NANFANG RIBAO’ VIEWS NATURE OF SHARE DIVIDENDS 
HK280 ?32 Guangzhou NANFANG RIBAO in Chinese 7 Feb 83 p 4 


[Article by Wu Qunce [0702 5028 4595]: "A Tentative Discussion on the Nature 
of Share Dividends in the Rural Economic Combination" } 


[Text] With the introduction of the all-round contract system--a responsibility 
system--in the countryside, a group of new economic combinations have emerged. 
Of them, many are operated by working by means of pooling capital and a methcd 
of mainly taking distribution according to work as the dominant factor and 
partial distribution of dividends according to shares is adopted. However, 
owing to lack of a clear idea of the nature of share dividends, in some place 
people worry that they will be labeled as practicing "distribution according to 
capital” and are invariably eager to cut this "tail" off as quickly as possible. 
Some people hasten to completely withdraw their shares after gaining a little 
profit. Others forcefully restrict the rate of share dividends within the 
limits of bank interests, and still others, while forming a partnership, simply 
practice a method of one share, one labor force (each shareholders holding a 
share and participating in its as a laborer) under which distribution is then 
carried out completely according to work. Evidently, it is necessary to fully 
discuss the nature and objective grounds of share dividends uncer socialism 

so that we can select proper distributicn methods while organizing new economic 


combinations. 


It goes without saving that distribution according to work constitutes the founda- 
tion of the socialist system of distribution. However, the economic system 

of any society cannot possibly be pure. This is particularly true with the 
situation in the socialist economic system which has just emerged from the womb 

of old society. As the level of development of tte productive force in our 
country is, or the whole, fairly low and uneven, it is necessary to maintain 
different economic forms for a long time to come. Correspondingly, the 

concurrent coexistence of diversified forms of distribution is all tte more 
unavoidable. 


Engels long ago referred to the question that in the rural cooperative, the 
practicing of partial distribution of dividends according to shares must be 
allowed. In his book "The Problems of the French and German Peasants," while 
talking about the plan for the cooperatives of the Danish socialists, Engels 
pointed out in a positive and praising tcne: ''The peasants of a village or a 
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at. erate the tunds ralsed Che WOre Ing peoapie, eacl i their 
members is not or hareholder but alse a laborer. The achievements of their 
roare main listributed according to the amount of worx each member has 
} tter t bere i! reductions are excluded id, at the sam tire, distribu- 
tion of Cividends according to shares is partiaily practiced. The existence of 
ire lividends indicates tbat this economic intevrated combine still reccgnizes 
tne tund-retisers’ individua) right of possession of share capita]. Although the 
me ar * -roduction bought witt such amounts of share capital are commonly used, 
ylaZation i Vert mplete and, as a result, distribution acccrding to work 
is net complete. In brief, tke fcorm of share dividends is only a reflection of 
the vestige of the individual ownership system by the working people. It is not 


an embodimert of the relations of production of capital exploiting wage labor 
md is act, therefore, of capitalist nature. 


reover, the torm of share dividends is not the main principle of cistribution 
in the economic integrated combines. It cannot charge the socialist nature of 
the economic integrated combines as a whole. Similarly, provided the shares of 
th harenolders who do not take part ir labor do not occupy a dominant position, 
he socialist nature of the economic integrated combines will not be affected. 


[1] 


Som ym rade say that in accordance with the principles of political economy, only 
tabor can create value and share capital cannot create any new value. Then on what 
Oo we base the practice of distribution of dividends according to share capital? 
order to have a clearer idea of the obsective grounds of share dividends at the 
resent stage, we must observe and study the role which share capital plays in 
increasing thie conomic income of a production unit in relaticn to the ccurse of 


ttre j iw Vea 1 Le be COMIN effective . 


eVeryoud KNOWS, hare capital] can be turned int the means of oprcducticn ar.d 
ity of the means of procuction more often than not constitute 


( : uU i Laci 4 
. @ in er mt .t . > » | eID « norin ty wo § Te ; Pee >¢ ] } yr ‘ Ad ‘tivity 
i ‘ i « Lil€ re iative superiori ¥ oT infterl ricy ‘Ji iaD<¢ proauc ye 
the ado) t yoot an advarced tool of productica and machirery equipment can very 
ften dounle r redoubie the products produced in the per unit work time. However, 
‘udped from t situation of society as a whole, although the improved labor 
roductivit, inf rease the use value created by the per unit work time, it 
annot bri ie i! Out sal lia ré iS¢ in th t yt ia V jue ( I pre di ct ,« This is because 


the magnitude of value of a commodity is invariably calculated by the social 
necessary work time which coheres on the commodity. The higher the labor 
rocuctivity i the shorter the necessary work time neeced by society produce 
every commodity and the lower the value of such commodity will be. So, we say 
that share capital and the means of production can increase labor productivity 
but they real d nivt recte any new value. 


However, seen from a specific production unit, things are somewhat different. 
he firse to adopt advanced tools and equipment can use 


[hoee wtnits which are 
less amount oft work time in producirg products which have relatively high value 
in societ ’ proceed to gain additional economic income. This unique strong- 
point posses i by these units will not vanish until the widespread improvement 


ai whole. Moreover, it will more 


we 
6 
-_ 


f iabor prod ivity is realized in so 
ften than not inve lve a very long process. In this way, the units which have 


130 








Y Ulu ; j i * ‘ hee | ‘ j c 
. . . *- *-. a - - 7 
mao . « s * . 4 ‘ . . 4 ai 
y _r , > 9 > ° . - ° 
” sACca ; ++ . - - ‘ . 
> > . > —_—- > > > 
s . c iw > 2 c ing ele sve 
le . ° ° . ° ° ° - ° » 
a ; C is De perenne au e Cdapita iG . ie 4 t 
% > > > 
2 v . >} > > = 
*) 4 rf ite v1 . Y at ° ak t 4 : . e ss 
. - ‘ —- ul ’ 4 , ° er. . - --. , . . . 
a i iT ‘ > ‘ \ “ . : ® ~ 
 «¢ rt a ° ,. ,<. ? 7 , ° vv. ~~ ° ? 
‘ ‘ “ s x : . 
: . . . ° - - . 
1.9 > * \ t 4 tt « c r ; 3 Ci va ela . 
° ° , - , mo ‘rr _~ . ~ ° 
‘ . tiuaar i i r ‘ 4 sia ft . : a s ‘ 
> > 7 > > > 
c , " , ,. * > . 7 . 
‘ . ers. a. 4 ‘ 4 re?tTiecti SG AL ~.* 4 a4 ae 4 . . 
> > - ¢ + _ ‘ > — | , on . ie . e "> > ’ - 
8st Perl aa ins ‘ iT ,U¢ 4 Pe | Biites in . ia & «& . ~<s c ‘ | Ps . 4 . 
; - > ~ . y —_— j 
ss fiat 14S x act ° 
> > ** > * . '* > > , ° — > > e - > 
Jite a Tew Ls i indi ite na i t mm i i 
+ — a i > r ——. ~— wer a+ - -* a 
ruUnGS FalseaG ine ww King pe ie, fre iz a2 Certain rope rt) it 
; 4 A es . . . > _ _ > ; . 
ore . . } — 
uu ¥ wt ncs a. t t \ ~e 4 bia it re \ “ - 1an ici ihe 
4 . ; i ; , _> . - ~*~. .* ’ - 9 
ifst ‘ i se at 4 ‘ A wt . ‘ sa ir . A (ek ~iic . cent s a24 i “a . " 
? > . + ’ ae , , , . Sse { ,T) - Apr . > (2 iV - ¥ ? 
ast t ‘ ssid aut i ca piip, Ls wm 4 i t ePcCita ice c 4 ‘ su 4 
° ‘ . ot ° . we e . - _ ‘ — ¥ > ‘ . + , , 
: - iOS ‘ : ¢ ; ~— w r C Y i st Y i 3 fat — “A 2S AYN ae ’ ‘ ‘ 
- > , - ° + . . > PT . > | ° 9 . " o 
c Tu! a4 4 si i i is < aa aia i | J x.* at i 
" ° 
+ . 4 , ; . ‘ " * ¥ ° 
4 if aJlat bide oe . i r UilGSsS 4 4 <i Sul iu i Yr Le a | 
: ° - . . 
*- " + ha . > _* as ~* ° > P| ' _— > . _ * — . 4 
< ¢ 4 ist ‘ A ‘ . © , > ‘ ‘) 4 ‘ it ra .oCUu Tes} is Aad c AaALA;:; | t . ‘ 
. ‘ 
, + ¥ - * > , > , ? ~ . 7] . > > . < > , 
= ul -s 4 .' see o e i <cit) Tr Ace . ay i - ‘ aot i n 
* ; * ‘ | a -, Ps ~ ‘ « a > i . . 
a ‘ ) r ais 4 ° v oak if s ti € IVa lief T sae | te, ta elrcvul t « 
° = — ‘ TE. ~ . , oo . , ar ~ ~ . 
Wlii VlOUSG ontr uTt¢ L ivous In eer iSSes Ul ryvenize new e. Na 
, , 
‘ iI e 
s . > ‘ & - . » > ~- . w- . . , . a 
¥t ° P LS i u t ‘ 1 \ c eTatl i; . ° ‘ r vtat ‘ ‘ IruLr ta i i" ‘ 4 . 
, ° ’ 
, > * 4 ‘ > * “7 * , a , + " , ? 
“) badd ‘ ‘ ut i . u IAs “at i t A ‘ i Sata ‘ \ Li Tu ‘ ‘ ‘ 
: ~ . j ° y . > a o~ P ‘ | _r ; * é . 
; “4 ene al i tread ue ne stead\ Aaltpea t . th i wlslta 
’ : ee ; 
, ) = -~* = , 4 o>} ’ . ech- 4 4 | e . ' ; . . J = 
a sat l ] eter a cu ‘ ba ine . with Snare Ah VELA LIU “ ¢ iT é Ai ' ‘ no 


\eRal 9 it 1S iGuk vf t ©] l py the Work i eo; ‘ { iK« re c Te t ‘. 

wn intepyrate ines, ietting then e the master r ¢ : : r 
wav cond allow yetter ecrvision oi the managing 1d Te f the j 

in a more authoritative manner so that uf ritv. °r ns 1if t 





— : . * LJ ° . ‘ ; | . 
WOTK ING © PAeres e veT, * ist ij Lure ‘ re au ‘ ‘ ‘ i a 

} , b, | | , , ‘ Fr og , ’ | t > . , , * + ¥ - 

ne ia = r sla Aichi wR size i it ~ 4 . ‘ ii sities i i | 
no oe, ¥ »} . . —T « . ’ ’ . . . . > ~ . 
pecp.e cnitie i MCI li) € iOmvV Was i Ci t re tec Cnelt t ialt 

»¢ ’ ’ ni ’ ras ] ‘ ~ i . 7 ~ ‘ . > 
ince Te LS. ; it? re | \ : l lx struc Ural Te Tt Le ‘ ‘ it ‘ \ i i ue iit 

- g > " a : a . > 
a n ‘ r ~a A A y (em ire Ai i ’ aa eveyt rer r i 
; 
‘ . > . . . i > ; > - ® ' . 
(nat i ..d intel st LS LOStCa AiG Uj) wil ‘ t © ‘ ive j r ° 
? . ,* > , . , 4 

Clie reserYry it i i i ert mn I | Trt ‘ ue | iT i uu j ‘ 4 ‘ 








f irse, evervthing i certain demarcati line and a certain iizit. Share 
"aVicendc wit roj;er isimit can promofe enthus.asm for mong snarenoiceYrs, 
the Ampr Cte nt ~ gabdor productlvity an Get rati Managercment; nowever, share 
livid } i exces rt tne lim?t can reduce tne authorit t cistributi accord= 
ing t work and dampe the enthusiasm of the vorking pe le for prcduction. Since 
Cie Val.ue z rogucts it. after aJl, only be createc by labour, in the cialist 
nomic integrated combires it is necessary to uphold the practice of giving 
ricrit f sistriburion according to work. As tor the concrete rati t share 
! t 3 idvi-able to allow the masses to decide it through democratic 


jiscussion in accordance with the amount of capital goods needed by different 
“~ 
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GANSU CONTRACT WORKERS --Since the beginning of last vear, enterprises in Gansu 
Province have implemented the system of contract employment and have emp] 
some 20,000 workers uncer contract. This system plays an active part in improv- 
ing the labor management system and raising economic results an¢e it is weicomed 
by the emplover units. In future, apart from the unified allocation of 

graduates of universities, colleges and technical schools and demobilized and 
retired servicemen in accordance with the policy, all enterprises and units 
which want to employ more workers, must implement the system of advertising 

for workers. Workers on contracts advertised for are mainly urban educated 
youths awaiting employment. People can voluntarily ap;ly tcr employment and 

sit a unified examination. Candidates who perform well in the examination 

will be selected and «mployed. A unit which employs workers, must sign a 
contract with the empi:;yee. The pericd of a contract is genersily 2, 3 or 

> vears. At the expiry of a contract, if a unit which has emploved workers, 
needs an employee it can voluntcrily renew the cortract. If an employee violates 
his contract, does not abide oy labor discipline, contravenes the law and refuses 
to mend his ways despite repeated admonition, the unit which has employed him 

has the rignt to deal with the matter and even to dismiss him according to the 
seriousness of the case. Workers uncer contract enjoy the same political 
treatment, social status, democratic rights and benefits as regular workers do. 
(.HK171146 Lanzhou Cansu Prcvincial Service in Mandarin 1125 GMT 7 
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